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a 
Experience 


We know of a young man who once applied for 
a position in a certain business. He was asked 
if he had had any experience in that business. 
His answer was in the negative. “Well, we never 
employ anyone who has had no experience in 
this business.” How, then, he inquired, was it 
possible for a beginner to get the experience to 
begin with? He was willing to start from scratch. 
No, the answer was, the beginner had to have 
experience. The youngster went his way, reminded 
of the legendary island where the inhabitants 
existed by taking in one another’s washing. 


The beginning underwriter of life insurance 
nowadays starts in a training class, studies under 
trained men, then makes his first sales probably 
in joint selling with a trained salesman. And 
even after he is on his own he continues to re- 
ceive training by attending sales meetings, con- 
ferences, congresses, at which he hearkens to 
the ideas and the selling narrations of seasoned 
men. 


In other words, our experience is gained by 
training, by supervision, and by sharing. And 
that is one big reason why, under the American 
agency system, American life insurance has had 
such great growth. 
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The Family Advisor 


HE life insurance agent has 

been the advisor of widows and 
orphaned children. He has helped 
them conserve the assets left by an 
insured husband and father. He has 
guided them in planning their own 
financial futures. Thus he has en- 
couraged the development of those 
ideals of American living which so 
clearly distinguish us as a nation— 
love of education. freedom of enter- 


prise, security. 
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A few territories open to alert. ambitious 


men who can meet our strict requirements. 
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Life wos 


EUGENE P. BERRY 


Commissioner 
of 
Insurance 
State 
of 


Michigan 


See page 15 for bio- 
graphical sketch 


UT IN FRONT... 


life wos real . . . earnest, even at the age The graduation picture—Detroit College of Commenced his service for the State at age 
of three. Law. thirty. 
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“BIG BUSINESS” 


A term rather frightening because of the immegsity 
implied, but the Big Business of Life Insurance’ 1s 
the friendly cooperation of millions of Americans 
banded together to protect the essential factors of 
human nature—the instinct of each for self-preserva- 
tion, protection of loved ones, desire of possession and 
for the betterment of life. 


> 


The business of Life Insurance is a Big Business— 
a Great Business, for today there are sixty-five mil- 
lion Americans sharing that business. 


The Big Business of Life Insurance forms the very 
heart and soul of our people. You will find it pays to 
be friendly with a substantial member of the family 
of Big Business- 


PEOPLES LIFE INSURANCE COMPANY 
“The Friendly Company” 


FRANKFORT INDIANA 









NOW... 





well over three-quar- 
ters of a billion dollars 
of Life Insurance in 


force. 


The NATIONAL LIFE AND 
ACCIDENT IN C 


| oo 
iE A. CRAIG, Chairman of the ect a iC. R. CLEMENTS, Presidents 
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LIFE INSURANCE COMPANY 
OF AMERICA 





Incorporated 1897 


FORTY-THREE YEARS OF SATISFACTORY 
SERVICE IN PROTECTING THE FAMILY 
} 


' 
“Because there is a tomorrow, we serve 


today.” 


= i Home Office—Jersey City, N. J. 
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For a new approach, and to justify an interview 
with the prospect whose program is complete, 
the Pacific Mutual 5-Way Plan provides under- 
writers with an ideal solution. The 5-Way Plan 
is unique—in one package the prospect is offered 
not only life and retirement protection, but also 
immediate disability protection against sickness, 
accident, and loss of sight or limbs. 

Pacific Mutual's 5-Way Plan gives the under- 
writer something different to offer his prospects. 
It's the tool that completes the selling kit. 


PACIFIC MUTUAL LIFE INSURANCE COMPANY 


HOME OFFICE, LOS ANGELES, CALIFORNIA 





















Complete Life Insurance Coverage 
Life, Retirement, Accident, Sickness and 5-Way © Participating 
and Non-participating © Mortgage Insurance, Salary Savings, 
Juvenile Insurance, Salary Continuance, and other Special Forms. 
















PACIFIC MUTUAL SERVICE SINCE 1868 
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What Price Sacrifice? 


S the war in Europe speeds its course and Americans debate 
A the degree of their participation in the aid of Britain, 
business men, as well as the man on the street, must not 
lose sight of the domestic economy which they must face during 
and after the war. Should Hitler prevail, naturally he will not 
only force his economy on Europe and on Asia, but will attempt 
to force it on the Americas and the rest of the world. His pro- 
gram differs largely from the present world economy to which 
America owes its own system of free enterprise, its industrial 
supremacy and its commercial development. Hitler has said that 
the world can have but one economy. If he wins without our 
intervention, like it or not, we must accept his standards surely 
in our international relations. Should Britain and her Dominions 
and the Governments-in-exile of the conquered nations prevail, 
America must assume that for the aid she gives, she will share 
in the determination of the system of economy, as altered by 
the changed conditions, that is set up for post-war world trade. 
America’s future prosperity, then, it would seem, should Britain 
win, must be measured by the value of her contribution to that 
final victory. 

In the ordinary course of events, the compromiser and the 
casual helper, or the one who aids at his own convenience without 
sacrificing, is not always the most welcome ally when the struggle 
is over and the day is won or lost. The choice of America and 
Americans must be a complete and decisive one. By accepting 
totalitarianism as a future basis of economic, social and govern- 
mental philosophy, we could very readily cease our defense 
program and accept as an accomplished fact Britain's defeat. 
On the other hand, if we recognize that our system of living is 
something that is worth fighting for, we must direct, by our atti- 
tude, the American Congress and the President of the United 
States to set in motion every activity which will bring to a suc- 
cessful conclusion the present war. Whatever the course pursued, 
the advantage to the United States and its citizens alone must 
be the motivation. Before deciding, all the facts must be given 
consideration, including an appraisal of the cost of the war in 
dollars and lives and, as well, the ultimate aims and the value 
to our future of these attained results. A clear and concise pre- 
sentation by the Government of all the facts relating to the issues 
involved, the costs of participation, the sacrifices required and 
the results to be achieved, is needed so that the people can for- 
mulate their opinion and rally enthusiastically behind the course 
elected. 

Our participation in the war, if such an undesirable eventu- 
ality is deemed essential to the continuation of our way of life, 
should not be on an idealistic basis, but intensely realistic and 
practical. We should set forth, as among our aims, the need 
of spheres of influence in Africa, in Asia and in Europe. This is 
needed to give a necessary outlet to our defense-expanded indus- 
trial machine and prevent any recurrence of the depression years 
of the Thirties. If we sacrifice lives, we must do it for a purpose. 
This purpose might very well be freedom from domestic poverty 
and suffering by the establishment of new markets in every part 
of the world. 
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MORTGAGE LENDING BY 
INSURANCE 
COMPANIES 


An Analysis of Business 

Practices With Particular 

Reference to Residential 
Properties 





[Concluded from May 8] 


Route of the Mortgage Application 


The prospective mortgagor com- 
pletes an application for the loan, set- 
ting forth the amount and type of 
loan desired. In it he describes his 
property, its exact location, nature of 
the improvements, the income value of 
the property, existing indebtedness, 
and generally also supplies informa- 
tion with respect to his business and 
earning power, including often the 
amount of life insurance he owns. 
The application generally includes a 
report by the correspondent with his 
recommendation of the applicant and 
the property. Where the application 
falls within the class of loans ac 
cepted by the company the next step 
would be to obtain an appraisal re- 
port of the property and a credit 
report on the applicant 


Exchange of Information 

The student will recognize the 
similarity between the three forms 
used for selecting the mortgage risk 
namely, the application for the loan, 
the appraisal report and the credit 
report, and the corresponding forms 
used for selecting the life insurance 
risk: the application, the medical ex 
aminer’s report and the credit report 

The student who is familiar with 
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IN TWO PARTS-—PART TWO 








the practice of life insurance compa- 
nies to exchange information § on 
previous impairments will look in vain 
for a similar arrangement among 
mortgage companies. In one large 
city a movement has gained ground 
for the creation of such an exchange 
on large apartment loans, in order to 
discourage unsafe competition for 
loans. Also it is not yet the general 
practice to request the applicant to 
state in his application whether his 
mortgage application has been de- 
clined or modified by other companies. 


Final Approval 


After the 
report and credit report are in, the 
papers are ready for the company 
committee which passes on mortgage 
applications. In some companies, in 
spection by a home office representa- 
tive is required in advance of the 
committee’s approval, while in other 
made 


application, appraisal 


companies an _ inspection is 
either before or after the committee’s 
approval. As in the case of a life 
insurance policy, the company may 
accept the loan application as sub- 
mitted, decline it, or offer to accept 
it in a modified form 

The approval of the committee Is 
subject to the submission by the ap 
plicant of required evidence as to 
ownership of a good and marketable 


By Morris PIKE 


Vice-President and Actuary, 
The Union Labor Life Insurance Company, New York 


title, free from encumbrances, and 
satisfactory to the company. The 
company directly or through the lo- 
cal title insurance company then pro- 
ceeds with the search of title to the 
property and if this proves to be 
satisfactory, a date is set for the clos- 
ing of the loan. At the closing the 
company receives in exchange for its 
check a bond (or note), evidencing 
the promise of the applicant to repay 
the amount of the loan in accordance 
with the terms of the bond and the 
mortgage (or trust deed) giving his 
premises as security in the meantime. 
Fire and miscellaneous hazard insur- 
ance at least in the amount of the 
loan is assigned to the insurance com 


pany as mortgagee 


Question of Fees 

During the course of the above 
cycle questions will arise as to who 
shall pay the fees involved. Thus, 
who shall reimburse the appraiser in 
the event that the appraised figure 
does not justify the loan applied for? 
Likewise, who shall pay the credit re- 
porting company in the event that its 
report indicates insufficient earning 
power? Who shall pay for the title 
search and the survey if the title 
proves defective? For a loan of $5, 
000 these fees will vary between $50 
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IFE 


to $100 and it is important to decide 
who will stand this cost. 

If we follow the practice in the 
life insurance business, the insurance 
company should pay for all of the 
above fees, with a possible 
to the correspondent in the event that 
a loan is “Not-Taken,” after issuance 
by the company “as applied for.” 
Some companies do assume all these 
expenses. Others assume the _ ex- 
penses for appraisal and credit report 
but ask the applicant to assume the 
expenses for title search. Still others 
ask the applicant or the correspon- 
dent to 
volved. 
the company is affected by the extent 
of the expenses assumed by it. Thus 
it becomes important that correspon- 


recourse 


assume all the 
Obviously, the net return to 


expenses in- 


dents submit only bona fide applica- 
tions which have a reasonable chance 
of being accepted. Likewise, it indi- 
cates the advisability of obtaining a 
down payment from the applicant to 
cover initial expenses. 


Underwriting Procedure 


Just as the underwriting of appli- 


cations for life insurance has devel- 
oped into a science and an art, albeit 
underwriting 


taken 


an inexact one, so the 
of mortgage applications has 
on a scientific aspect. 

Before the adoption of the numeri- 
cal rating system, the underwriting 
of life applications was in the hands 
of medical examiners. The difficulty 
of maintaining uniformity in treat- 
ment with a minimum of individual 
likes and dislikes, coupled with the 
increasing volume of business and 
desire to reduce costs led to the intro- 
duction of the numerical rating sys- 
tem for the underwriting of life in- 
surance applications. Under the nu- 
merical rating system underwriting 
is generally in the hands of lay un- 
derwriters who consult with medical 
men . upon Charges and 
credits for substandard and super- 
standard features are set forth in 
the company’s underwriting manual 
and while there is some latitude in 
the underwriting of individual cases, 
a high degree of uniformity is ob- 
tained by the company. 


occasion. 


Similarly, in the underwriting of 
mortgage applications, the early prac- 
tite was for the president or the 


mortgage committee to inspect the 
property and make a decision in the 
field. With the growing volume of 
business from outside sources, reli- 
ance had to be placed upon the writ- 
ten records — application, 


appraisal 


Rules had 
to be adopted for the acceptance or 
rejection of applications based upon 


report and credit report. 


the credit of the applicant, physical 
condition of the property, and the lo- 
cality in which it is situated. The 
expansion of the Federal Housing 
Administration has contributed a 
great deal to the interest which has 
been manifested in adopting uniform 
standards of mortgage underwriting 
practices. 

The student is familiar with the 
factors that govern the underwriting 
of applications for life insurance pol- 
icies. These are generally the appli- 
cant’s age, build, present physical 
condition, physical history, family his- 
tory, occupation, race, amounts of 
insurance applied for and already 
owned, plan of insurance, habits, en- 
vironment, associates and standards 
of personal and business ethics. 

Likewise, in the mortgage field 
similar underwriting factors have 
been recognized. The Federal Hous- 
ing Administration in its underwrit- 
ing manual lists the following factors 
together with their range of possible 
ratings: 

For each feature the underwriter 


cation is declined for F.H.A. insur- 
ance, 
The fourth factor, the “Mortgage 


Pattern” is all important because it 
embodies ratings for three additional 
pertinent features and further ar- 
ranges the total ratings for the first 
three factors (Property, Location and 
Borrower) according to their 
into “Lowest,” “Intermediate” and 
“Highest” category ratings. Addi- 
tional ratings are then provided for 
each of these category ratings and 
the total rating for the “Mortgage 
Pattern” is thus obtained. 

The final conclusion depends upon 
the total rating of the risk and the 
application is rejected, modified or 
accepted according to the size of the 
totals indicated. 

Applications having a total “Mort- 
gage Pattern” rating of 50 per cent 
or more (and no “Reject” rating) are 
eligible for F.H.A. insurance while 
those receiving less than 50 per cent 
are ineligible unless a suitable modi- 
fication of items 23, 24 and 25 raises 
their total rating to 50 per cent. 

Sound mortgage underwriting thus 
requires that due account be taken of 
the composite mortgage picture. Only 


sizes 


i —____ 


A. THE PROPERTY 

. Structural Soundness 
. Resistance to Elements 
Resistance to Use 
Livabil = Functional Plan 
Mechanical and C E 
. Natural Light and Ventilation 
Architectural Attractiveness 
Adjustment for Nonconformity (deduct) 


Total 


B. THE LOCATION 
9. Relative Economic Stability 
10. Protection from Adverse Influences 
11. Adequacy of Transportation 
12. Need for Housing 


14 Sufficiency of Utilities and Conveniences 

18. of Civic, Social and Commercial Centers 
16. Level of Taxes and Special Assessments 

17. Topography and Special Hazards 


Total 
C. THE BORROWER 
18. Ri 
19. Attitude Toward Obligations 
20. Ability to Pay 


21. Prospects for Future 
22. Past Record 





SNPS awn = 


Total 


D. THE MORTGAGE PATTERN 

Ratio of Loan to Value 

24. Ratio of Debt Service to Renta Value 

25. Ratio of Life of Mortgage to a Life of Bldg. 


- 


26. Lowest Category Rating ( 
27. Intermediate Cat hating c 
28. Highest Category Rating | ) % 


Total 


REJECT 1 2 3 4 5 RATING 
5 10 18 20 25 
2 a 6 8 10 
1 2 3 7 5 
5 10 15 20 25 
2 4 6 8 10 
1 2 3 t 5 
4 8 12 16 20 

12 9 6 3 0 
8 16 24 32 40 
4 8 12 16 20 
2 4 6 8 10 
1 2 3 a 5 
1 2 3 4 5 
1 2 3 a 5 
1 2 3 a 5 
1 2 3 4 5 
1 2 3 4 5 

% 

5 10 18 20 25 
4 8 12 16 20 
6 12 18 24 30 
3 6 9 12 15 
2 i 6 8 16 
6 9 12 16 20 
2 4 6 8 10 
1 2 3 4 5 

10 1§ 20 25 30 
4 8 12 16 20 
3 6 9 12 15 

% 











checks off the rating which he con- 
siders appropriate to the facts in the 
ease. The sum total of these ratings 
for each of the first three factors is 
then readily obtained. 

If any one of the first 25 features 
calls for a “Reject” rating the appli- 


in this manner can the underwriter 
properly select desirable mortgages, 
especially in connection with applica- 
tions for long term mortgages at high 
percentage of values and low inter- 
est rates. 

It is to be expected that life insur- 
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and other 


ance 
institutions which specialize in mort- 


companies lending 
gage loans may gradually come to 
adopt similar numerical rating sys- 
tems, possibly in not so detailed a 
form as the F.H.A.’s system. 


Amortization of Principal 


An important development of the 
past decade has been the requirement 
for periodic amortization of mortgage 
principal. Previous to 1930 leading 
institutions rarely required that the 
mortgagor systematically pay off the 
loan by periodic instalments of prin- 
cipal. Now it is the general require- 
ment for a loan to be amortized either 
completely or partially by the end of 
the mortgage term. Thus, the risk of 
the mortgagee is decreasing and where 
the rate of amortization is varied to 
equal the rate of depreciation and 
obsolescence the mortgagee’s equity 
will be maintained in a sound condi- 
tion. This is especially important on 
long term loans. 


Evaluation of Mortgages 


The student should continually keep 
in mind that the rating of the mort- 
gage risk comprises not only the phy- 
sical value of the property plus the 
ability of the applicant to meet his 
obligations. Rather does it include all 
elements that affect the risk of obtain 
ing the interest (and principal curtail- 
ments if any) on time and in the 
promised amount, together with the 
repayment of the balance of the prin- 
cipal sum upon the due date. It com- 
prises all possibilities of trouble, delay, 
expense and loss in connection with 
the lending of mortgage funds. More 
particularly, these elements may be 
described as the probability of : 

Difficulty in connection with collec- 
tions; 

Unusual expense in connection with 
collections; 

Excessive servicing costs; 

Foreclosure trouble; 

Cost of foreclosure; 

Delay in foreclosure; 

Cost of rehabilitation; 

Cost of carrying until sold; 

Cost of resale; 

Loss, if any, on resale. 

Thus, it is not enough to say that a 
loan is amply secured and that in the 
event that the company does have to 
foreclose, it will make a profit on the 
deal. This is not the sole test of a 
good mortgage. A good mortgage is 
one that will remain a mortgage, 
where the property is kept in good 
condition, and the borrower is able to 
meet all his obligations with respect 
to interest, principal and _ taxes 
promptly, and finally to repay the sum 
upon maturity. This standard of 


measure naturally affects the amount 
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to be loaned, the period for which it 
will be loaned, the interest rate, the 
rate of amortization and the fre- 
quency of repayment. 

In evaluating the credit report on 
the prospective borrower, the under- 
writer seeks to form an opinion of the 
future ability of the applicant to de- 
velop an excess of income over dis- 
bursement sufficient to maintain his 
obligations under the mortgage. This 
conclusion must, of necessity, be based 
upon the applicant’s age, record of 
earnings, manner of living, and recog- 
nition of obligations in the past. 


Appraising the Property 

Likewise, the appraiser reports on 
the present physical condition of the 
property, its suitability to the location 
in question, its net earning power and 
its market value. In private dwell- 
ings attention must be paid to the rent 
level in the community for houses of 
this type in comparison with the cost 
of carrying the property. Here, too, 
the underwriter must, of necessity, 
seek to estimate the value of the prop- 
erty during the lifetime of the mort- 
gage. 

There are three approaches deter- 
mining value that have come to be 
recognized in appraising houses: 

1—The market-data or comparison 
approach by which the appraiser 
assembles all the factual data concern- 
ing sales and offerings of property 
similar in type and location with the 
one whose value is sought. 

2—The cost approach 
son of the property being appraised 
with what it would cost to buy a simi- 
lar tract of land and erect a similar 
building new less the accrued depre- 
ciation and obsolescence. 

3—The income approach which is an 
analysis and capitalization of the net 
income of the property for its ex- 
pected remaining life. 

The “market approach” is based 
upon the reports of recent real estate 
sales in the territory, having due re- 
gard to the comparison of similar 
properties. 


a compari- 


Economic Value 


The approach” is 
based upon the “economic value” of 
the lot and the current of the 
building less an allowance for depre- 
ciation and obsolescence. To find the 
reproduction cost of the building it is 
possible to proceed as the contractor 
proceeded when he erected the build- 
ing and to estimate the cost of each 
item that went into it. An easier way 
has been devised by appraisers. The 
appraiser first determines the cubical 
contents of the building by accurate 
measurements. By referring to the 
appraisers’ manual he decides in what 


“reproduction 


cost 


classification and type of construction 
the particular building falls. He then 
selects the published unit cost factor 
for this type of building, making duc 
allowances for the variation from th« 
published cost factors due to changed 
market prices in the locality in ques 
tion. The product of the unit cost fac- 
tor by the cubic contents gives the 
reproduction cost of the building. 

Reproduction cost may also be esti- 
mated on the basis of a cost per 
square foot instead of cost per cubic 
foot. The F.H.A. uses a combination 
of “Cubic and Square Foot Method” 
as well as an “Inplace Unit Price 
Method.” The latter is described in 
its Underwriting Manual as the result 
of “applying to the total number of 
surface square feet of a particular 
part of the building, such as exterior 
walls or floors, a square foot unit cost 
which is compiled by adding together 
the square foot cost of all items enter- 
ing into the construction of that par- 
ticular part. There are certain parts 
of a building which cannot be reduced 
to surface square feet and these parts 
are estimated by applying a price per 
unit to the total number of units in- 
volved. This method is more exact 
than the Cubic and Square Foot Meth- 
od and if the cost data are properly 
assembled and kept current, the re- 
sulting estimates will fall within a rea 
sonable range of those which could be 
secured by competitive bids and this 
degree of exactness is sufficient for 
the purpose.” 


Depreciation 


Allowances must next be made for 
depreciation and obsolescence of the 
building. Depreciation has been de- 
fined as the wearing out of the units 
comprising a building, while obsoles- 
cence represents the loss in value due 
to the change in style of current con- 
struction or the economic usefulness 
of the building. Thus, the first is a 
physical deterioration process, while 
the second is an economic process, pos- 
sibly free from physical deterioration. 
Furthermore, both are subject to cor- 
rection because of modernization or 
improvements in the building and the 
appraiser must make due allowance 
for such improvements. Baeckh’s 
Manual of Appraisals contains tables 
of depreciation based upon class of 
occupancy, type of construction and 
age of the house, which percentage 
factors must be applied to the cubical 
costs to obtain the current reproduc- 
tion cost. As for obsolescence, the 
appraiser is charged with the duty of 
estimating the degree of obsolescence 
by analyzing and evaluating such in- 
definite but important factors as com- 
petition with more modern buildings, 
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shifting of social or business centers, 
outmoding of usefulness, etc. 

To obtain the current market value 
of the lot, the appraiser consults the 
records of recent sales and rental data 
and arrives at a figure reduced to a 
comparable basis with the lot in ques- 
tion. Where such sales records are not 
available, a theoretical determination 
of the economic value of the lot based 
upon fundamental concepts is avail- 
able. Thus Boeckh’s Manual of Ap- 
praisals provides the following aids 
for determing land value: 

First, it provides a table of basic 
residential land values which gives 
the value per front foot, in proportion 
to the sales value of the property and 
the “economic” width of the lot. This 
basic value is then modified by means 
of percentage debits and credits be- 
cause of such factors as (1) actual 
width of the lot, (2) depth of the lot, 
(3) topography, (4) width of the 
street, (5) character of the paving, 
(6) sidewalks, (7) 
lights, telephone, gas sewers, water, 
electricity, (8) zoning, (9) percentage 


service—street 


of undeveloped area, (10) exposure, 
(11) transportation facilities, (12) 
distance from schools and business 
centers. 


The sum of the current reproduc- 
tion cost of the building (less depre- 
ciation and oblescence) and the cur- 
rent market value of the lot represents 
the reproduction value of the property. 

Boeckh’s Manual of Appraisals 
summarizes the computation of the 
“reproduction value” by the following 
steps: 

1. “Measure dimensions of building, 
and calculate cubical contents. 

2. Make a careful inspection of the 
building, checking on the Appraisal 
Report all features, and grading them 
for quality. 

3. From the report, determine the 
type, grade and size of the building 
and find cubic foot base price. 

4. Note on report corrective factors 
for deviations from standard. 

5. Multiply cubical contents by cor- 
rected cubic foot base price; add cor- 
rective flat charges, to find total re- 
production value, at Boeckh Index 
100. 

6. Multiply this total by the local 
index number (as a percentage) to 
find reproduction value, at current 
local costs and prices. 

7. Apply depreciation and obsoles- 


cence percentages to find present 
sound value of building. 
8. Add, if required, sound land 


value, to find total sound economic 
value of property.” 

The “income or capitalized value” 
varies with the stability and security 
of the investment. Thus, in cen- 
trally located business districts the 





owner might be content to accept net 
earnings on a long term lease amount- 
ing to only 5 per cent of the value of 
the property. In such a case, the net 
earnings should be multiplied by 20 
to obtain the “income value” of the 
property. Likewise, on apartment 
buildings, a net return of 6 per cent 
might be accepted in which case the 
“income value” would be obtained by 
multiplying the net earnings by 
16 2/3. 

Boeckh’s Manual gives the following 
schedule of net expected earnings: 

5 per cent to 6 per cent—High- 
grade properties in congested area of 
larger cities. Properties with long 


term leases by responsible clients. Best 
located business properties. 

6 per cent to 8 per cent—Modern 
office building centrally located. Well 
located, high-class apartment prop- 
erty. 

7 per cent to 10 per cent—Older 
office buildings, well located. High- 
grade apartment buildings. Residences 
with leases. Well located retail subur- 
ban property. 

9 per cent to 12 per cent—Suburban 
business property. Medium grade 
apartments. Tenements, good factory 
districts, residences without leases. 

In “abnormal” times when money 
commands excessively low or high re- 





Uphill ALL the Way 


The future faced by a widow with small children 


is discouraging, at best. 


Even with enough money to de- 


fray living expenses, the road is 


dificult without the advice, com- 


panionship and affection of her 


husband. 


It is unthinkable that any mother 
of small children should be ex- 


pected to provide for them as well 


as to rear them properly. 


It is the insurance agent's 


job to persuade fathers 


to insure their lives 


for enough. 


Ged) rudential 
Susuraure 


Home Office, NEWARK, N. J. 


Company of Amerira 





THE SPECTATOR, May 22, 1941—9 








turns the above figures would have to 
be suitably modified. 

The foregoing is known as the capi- 
talization of net income method and 
assumes that the net income would 
flow from the property in perpetuity 
which is, of course, a physical possi- 
bility. The method which is recognized 
by the American Institute of Ap- 
praisers as standard is known as the 
Annuity method of capitalization. 
Briefly this consists of estimating the 
expected remaining economic life of 
the building and then considering the 
stabilized income for the number of 
years of expected remaining life. The 
present worth of this income stream 
or the present capitalized value is esti- 
mated by applying the proper discount 
factor and adding to this the rever- 
sionary value at the end of the ex- 
pected remaining life of the building, 
also obtained by applying the proper 
discount factor. 


Striking an Average 

Each of the above three valuation 
approaches has its merits and most 
appraisers seek to reconcile the vari- 
ous results obtained thereby by a 
weighted averaging process. Real 
estate appraising is not an exact sci- 
ence. The appraiser is content to 
bracket the value of the property be- 
tween the lowest and the highest fig 
ures developed by the above three ap 
proaches. In rare instances the 
arithmetical average of the three 
valuations is used as a measure of 
the “fair value” of the property. Some 
companies adopt the lowest of the 
three values in the interest of con- 
servatism, while others rely chiefly 
upon the Income or Capitalized Ap- 
proach. 

Oftentimes it is difficult to explain 
why past market prices cannot be 
automatically accepted as the proper 
valuation basis for mortgage col- 
lateral. The following extracts from 
“Real Estate Appraisal and Valua- 
tion,” by Philip W. Kniskern, further 
develops this discrepancy : 

“In forming an opinion of the value 
of a property one is guided somewhat 
by recent transactions and rightly so, 
provided he exercise great care and 
make the proper deductions and 
analyses. We may use past transac- 
tions as a guide but it should be said 
that the consideration in every trans- 
fer may have been affected by one or 
more reasons that have no connection 
with value and that are not at first 
apparent. The financial condition of 
the seller, the pressure of necessity on 
the buyer or seller, the cleverness of 
the broker, idle rumor, speculation, 
terms of sale, and what not, all in- 
fluence the consideration. 

“Many are misled in the erroneous 
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belief that the value of a property is 
necessarily what it will bring if sold 
at any given time, or, in other words 
that the value of a property is estab- 
lished when it is transferred by bona 
fide sale. Either is seldom entirely 
correct.” 

A comparison of the three ap- 
proaches to “value” described above 
is presented in the following ap- 














vidual lives, depending upon the appli- 
cant’s economic status (salary class), 
his age and his salary. 

In the one family dwelling field, the 
following ratios are regarded as sig. 
nificant. By William D. Burkheimer, 
M.A.I., writing in the January, 1940, 
issue of the Appraiser Journal. 

1. Ratio of Loan to Value. Until 
the establishment of the F.H.A., this 





1. Market Approach—$12,000. 
2. Reproduction Approach 


$4,000 or $200 per front foot 


Land 
Main Building $9,000 or 62,080 cu. ft. at 32 per cu. ft. less 55°, 


$ 500 55°, depreciation, repairs and obsolescence 


3 


Other Buildings 


3. Capitalization Approach 


Total $13,500 


A—DIRECT CAPITALIZATION APPROACH 


Total annual gross rental income 
Reserve for vacancies and bad debts 


EFFECTIVE GROSS INCOME 
EXPENSES 

Janitor 
Fuel 
Water 
Gas and Electric 
Repairs 
Management 

TOTAL OPERATING EXPENSES 
Taxes 
Insurance 
Reserve for Replacements: 
Depreciation 
Roof 
Oli Burner 
Fixtures and Miscellaneous 

TOTAL EXPENSE 


NET INCOME 
CAPITALIZED VALUE (at 10°; 


B—PROPERTY RESIDUAL APPROACH 


it worth of $1.00 per annum for 20 years at 10°; at the factor (Inwood method) 8.514 


($1,226 x 8.514) 


The reversionary value of the land for 20 years at 6°, at the factor .3118 x $4,000 value or land 1,247 


CAPITALIZED VALUE 








praisal of a renovated store and small 
apartment building in Camden, N. J.: 


Commonly Accepted Significant 
Ratios 
Based upon their previous experi- 
ences, appraisers and mortgage under- 
optimum” 


“ 


writers have noted certain 
ratios between the factors that enter 
into the measurement of the mortgage 
risk. 

These standards assist the executive 
in passing upon appraisal reports and 
enable him to determine elements of 
strength and weakness in a particular 
mortgage application. Errors of fact 
and conclusion are sometimes brought 
to light in this manner. While there 
is no magic formula for automatically 
selecting a good loan and rejecting a 
bad one, these significant ratios mark 
off the limits within which the usual 
desirable loan should fall. The student 
will recognize similar attempts in life 
insurance underwriting to fix maxi- 
mum amounts of insurance for indi- 





$3,640 
364 
$3,486 
$100 
250 
50 
150 
250 
200 
$1,000 
$745 
60 $ 805 
$350 
25 
25 
25 $ 425 
$2,230 
1,228 
12/280 
$10, 438 
$11,685 
———————— 








ratio for life insurance compan.zs wa 
generally between 50 per cent and & 
per cent of value. The F.H.A. ha 
increased the maximum to 90 per cent 
At the other extreme, we hear of # 
per cent loans at low interest rate 
The age of the house and its style 
the desirability of the location and th 
financial status of the mortgagor af 
factors which influence the ratio o 
loan to value. 

2. Ratio of Value of Property to th 
Mortgagor’s Annual Earnings. St 
tistics show that the value of th 
property should generally be no higher 
than 2% times the owner’s earned it 
come. Families in the lower incom 
brackets spend more in proportion fe 
housing than do their richer neighbors 
but the 2% times rule should not & 
disregarded lightly. 

2. Ratio of Monthly Housing Co# 
(including interest, principal, tazé 
heat, upkeep, etc.) to Monthly Eart 
ings of Mortgagor. A ratio of 30 # 
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cent is regarded as a maximum safe 
one for this relationship. 

,. Ratio of Monthly Rental Value of 
the Premises to Carrying Charges of 
the Mortgage Obligation. This ratio 
has been generally established at from 
75 per cent to 100 per cent. It is obvi- 
ous that if a mortgagor could rent 
elsewhere, an equivalent house at less 
than 75 per cent of his cost of carry- 
ing the one he owns, he will be tempted 
to drop his home and save money by 
renting elsewhere. 

j. Ratio of Value of Property to Its 
Monthly Rental Value. This ratio 
should vary between 80 and 120 times. 
In poorer sections, 80 times the rental 
value will indicate the value of the 
property while in the more expensive 
sections, 120 times the rental value 
will approximate the proper figure. 

6. Ratio of Land Value to Value of 
Entire Property. 
ally between 15 per cent and 25 per 


This ratio is gener- 


cent. 

Similar measuring rods have been 
sought for income producing proper- 
ties, such as apartment houses, stores, 
etc. For these properties, significant 
ratios have been developed by classes 
of improvements and locations. It is 
not possible to present in this paper 
maximum and minimum figures since 
these vary so much. We will have to 
listing the 
ratios that are scrutinized on such 
income producing properties. 

The following list of factors are 
taken from the paper by Oswald P. 


content ourselves with 


Scheller, assistant secretary and man- 
ager, city loan department, Connecti- 
cut General Life Insurance Company, 
Hartford, entitled, “Measuring Stick 
for Income Property Loans,” which 
appeared in the “Proceedings—Ameri- 
can Life Convention” (1939). 

1. Ratio of annual payment for in- 
terest and principal (debt service) to 
the amount of the loan. 

2. Ratio of the debt service to 90 
per cent of the gross income (allowing 
10 per cent for vacancies). 

3. Ratio of annual taxes to 90 per 
cent of the gross income. 

i. Operating expenses plus taxes to 
90 per cent of the gross. 

5. Cash 
debt service to 90 per cent of the gross 


operating expenses plus 
income, 

6. The income per room which is 
required to support such operating 
expenses plus debt service. 

7. Value per front foot of lot. 

8. Value per square foot of lot. 

9. Value per cubic foot of house. 

10. Value per room. 

11. Ratio of Value to gross income. 

12. Ratio of Value to net income. 

The student in the life insurance 
field who has become familiar with the 





“twisting” of life insurance policies 
from the books of one company to the 
books of another will not be surprised 
to learn that in the mortgage lending 
field similar practices are sometimes 
followed. 

The reduction in the rate of interest 
which has been gradual and general 
over the past ten years has encouraged 
this “twisting.” Mortgagors have seen 
an opportunity to effect an interest 
saving by transferring from one com- 
pany to another, even after allowing 
for the cost of new financing. 

The life insurance student is famil- 
iar with the agitation for reduced in- 





terest rates on policy loans during 
times of depression. Question has 
been raised from time to time why 
life insurance companies continue to 
charge the contract rate of 6 per cent 
on policy loans when interest rates 
are so much lower in the open market. 
The life insurance companies have 
pointed to the contractural arrange- 
ments entered into between the com- 
pany and the borrower by the terms 
of which both parties have agreed to 
be bound by the contract interest rate 
during the life of the policy. Where 
as in the case of New York companies, 
(Concluded on Page 28) 
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‘ew Home Office under construction 


Engineered 
for Service 


Nurnishing the most modern facilities; New England 


\[utual’s new home office building will enable the Com- 


pany to carry forward its traditional efficiency in service to 


policvholders and the Field. 


This efficiency has shown itself in the organization’s 


notable record for swiftness and freedom from “red tape,” 


achieved with an outstandin 


ly low expense ratio. 


In another phase of its “engineering for service” to the 


Field, the Company has long recognized that successful lite 


underwriting demands professional skill and equipment. To 


this end it has provided its widely acclaimed training program, 


expert tools for estate analysis and programming, and consis- 


tent national advertising support for the “career underwriter.” 


hese services, together with New England Mutual’s re- 


narkably liberal policy contracts and century-tested trustee- 


ship, help explain why its insurance in force rose over 30°, 


during 


the dep: ession decade. 
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That Fraternal Tax 
Jumps Up Again 

The question of forcing Missouri 
fraternals to pay a 2 per cent tax 
on their premiums came up again re- 
cently in that state when the com- 
mittee on insurance of the House of 
Representatives there favorably rec- 
ommended a measure with that 
import. 

It will be recalled that the abortive 
coercion of fraternals which was in- 
dulged in by the former Insurance 
Superintendent R. Emmet O’Malley 
in Missouri had some basis of the 
same nature. However, O’Malley 
(since very much discredited) had the 
pleasant idea of forcing the frater- 
nals to pay the tax on retroactive 
lines, evidently with the plan of put- 
ting the squeeze on such organiza- 
tions. 

While many of the old line com- 
panies, at that time, directly and in- 
directly came to the aid of the em- 
battled fraternals (foreseeing cor- 
rectly that an attack on any form of 
life insurance was an attack on all 
forms of life insurance) some of the 
old line companies adopted an atti- 
tude of “let the fraternals stew in 
their own juice.” Later, when the 
old line companies themselves came 
under the fire of the SEC and TNEC 
guns they sought the help of the 
fraternals and even suggested that 
the fraternals circularize policyhold- 
ers and otherwise bring remedial 
suasion on them. The fraternals, 
some still smarting under their aban- 
donment by some old line companies 
during the O’Malley attacks, found it 


the part of wisdom not to fall in with 
the suggestions of the old line com- 
panies and remained aloof from at- 
tempts to dissuade SEC and TNEC 
investigators. It may be remarked 
that the findings of the TNEC had 
little or nothing to do with “investi- 
gation” of fraternals. 

Many sound and well-managed fra- 
ternals, at the time of the attacks on 
them, were of the opinion that a 2 
per cent tax on their premiums could 
not well be combatted. However, all 
of them rightly and strongly objected 
to making such a tax retroactive over 
a long period of years. 


* a 
Company Underwriters 
Meet in Toronto 


The spring meeting of the Home 
Office Life Underwriters Association 
is slated for the Royal York Hotel on 
June 2-4. The program indicates that 
the sessions will be divided on the two- 
a-day basis except for the final day 
when there will be a morning meet- 
ing only. 

The first day’s sessions will be under 
the chairmanship, respectively, of 
Horace Holmes, of the Mutual Life, 
and John H. White, of the New York 
Life. The second day will be handled 
by J. D. Williamson, of the Canada 
Life, and by H. H. Jackson, of the 
National Life. Chairman for the last 
day will be R. B. Gordon, of the State 
Mutual Life. 

A special industrial section meeting 
will be staged on the first afternoon 
by Pearce Shephered of the Pruden- 
tial. 





J OHN S. SINCLAIR, president of the Federal Reserve Bank of Philadelphia, will be- 


come a vice-president of the New York Life Insurance Company on July |, 1941. 
Mr. Sinclair was born April 6, 1897, in Brooklyn, and was graduated from Columbia 
University in 1920 and from the Columbia Law School in 1922. Following his graduation 
he wos admitted to the Bar of Pennsylvania, being associated with the law firm of 
Williams and Sinkler, Philadelphia. In 1924 he became a member of the firm of Williams, 
Brittain and Sinclair, in which he wos a partner until 1934, when he retired to become 
deputy governor of the Federal Reserve Bank of Philadelphia. He was elected presi- 
dent of the Federal Reserve Bank of Philadelphia in 1936 and has served in that capacity 


since that time. 


During the first World War, Mr. Sinclair joined the Fourth Officers Training Camp 
as a privote, first class, and subsequently received his commission as a Second Lieu- 


tenant in the United States Infantry. 


As president of the Federal Reserve Bank of Philadelphia Mr. Sinclair has been 
prominently active in organizing and establishing facilities in the Third Federal Reserve 
District for financing the Notional Defense Program and has assisted Dr. Thomas S. 
Gates, President of the University of Pennsylvania, who is Coordinator of the Defense 
Contract Service for the Third Federal District, in the organization of defense activities 


in that District. 
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April Production 
Up Six Per Cent 

New life 
showed an increase of 6.0 per cent 
over April of last year, according to 
data compiled by the Association of 
Life Insurance Presidents. The total 
for the first four months of this year 
was 7/10 of 1 per cent greater than 
for the corresponding period of 1940. 

The report aggregates the new 
paid-for business—not including re- 
vivals, increases and dividend addi- 
tions—of 39 United States companies 
having 82 per cent of the total life 
insurance outstanding in all United 


insurance for April 


States legal reserve companies. 

All classes contributed to the April 
increase, the report shows. New Or- 
dinary insurance amounted to $463,- 
069,000 against $448,548,000—an 
increase of 3.2 per cent. Industrial 
insurance was $147,462,000 against 
$135,852,000—an increase of 8.5 per 
cent. Group insurance was $51,096,- 
000 against $39,800,000—an increase 
of 28.4 per cent. For the month, the 
new business of all classes of the 39 
companies was $661,627,000 against 
$624,200,000 for April of 1940—an 
increase of 6.0 per cent. 

For the first four months, the new 
business of all classes of the 39 com- 
panies was $2,471,046,000 against $2,- 
453,385,000—an increase of 7/10 of 
1 per cent. New Ordinary insurance 
amounted to $1,738,170,000 against 
$1,690,668,000—an increase of 2.8 per 
cent. Industrial insurance was $559,- 
064,000 against $512,734,000—an in- 
crease of 9.0 per cent. Group in- 
surance was $173,812,000 against 


$249,983,000. 
- 


Canadian Officers 


In Annual Meet 

The forty-eighth annual meeting of 
the Canadian Life Insurance Officers 
Association is to be held at the Royal 
York Hotel in Toronto on May 29 
and 30 with N. J. Lander, president 
of the association, in the chair. 

An outline of Canadian aims will be 
presented by Louis S. Laurent, K.C., 
of Quebec, and the featured luncheon 
speaker on the first day will be In- 
surance Commissioner John C. Black- 
all of Connecticut, president of the 
National Association of Insurance 
Commissioners. 

General Counsel R. Leighton Fos- 
ter, K.C., will submit his annual re- 
port to the association and, on the 
second day, such subjects as institu- 
tional advertising and public health 
will come under review. The chairmen 
of the agency officers and advertisers 
sections will also detail the work of 
their various divisions. 
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Mortgage Picture 
Is Brightening 


Recordings of urban home mort- 
gages up to $20,000 each, made by in- 
surance companies during the month 
of March were 5651 in number for a 
total of $27,842,000. Urban home 
financing throughout the nation in 
March was 16 per cent in volume 
ahead of March of 1940 with savings 
and loan associations as the largest 
home mortgage lending group in the 
nation. 

At the same time records of the 
Home Owners Loan Corporation show 
that more than 100,000 distressed 
home owners, who appealed to the 
Federal Government for aid during 
the depression, have repaid their loans 
in full. The total repayments of these 
borrowers (the average being two 
years delinquent in principal and in- 
terests and equally delinquent on 
taxes and without private credit when 
they were refinanced) amounted to 
about $240,000,000 as of May 1. 

Healthy element in the picture, ac- 
cording to the United States Depart- 
ment of Agriculture, is that farm 
foreclosures in 1940 showed a decline 
of 41 per cent from the previous year. 
Total foreclosures in 1940 of 20,950 is 
the smallest number of farm fore- 
closures during any of the 7 years 
for which the Farm Credit Admin: 
istration has records. 


= * 
Veteran Nylic 
Leaders Retire 


The board of directors of the New 
York Life Insurance re-elected all 
officers of the company at the last reg- 
ular meeting and announced the fol- 
lowing retirements: 

Vice President and Chief Actuary 
Arthur Hunter, after 42 years of ser- 
vice with the company; Vice-Presi- 
dent Charles H. Langmuir, after 48 
Secretary Frederick 
M. Johnson, after 47 years of service; 
Secretary Leo H. McCall, after 31 
years of service; General Counsel 
Harry H. Bottome, after 47 years of 
service; and Assistant Secretary Clair 
R. Baxter, after 46 years of service. 


years of service; 


Dr. Hunter has long been recog- 
nized as outstanding in his profession, 
with an international reputation. He 
was educated in Edinburgh, Scotland, 
and is prominently identified with 
actuarial organizations both at home 
and abroad. 

Mr. Langmuir began his career with 
the New York Life as a clerk and rose 
to his position of leadership in com- 
pany affairs through field activity. 
In 1918 he became an agency director 
in Los Angeles where he established 
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——hyphen smit 


What a good producer's office looks like during business hours! 


production records unapproached be- 
fore or since. Both as an agency 
director and as a personal producer, 
his work was outstanding, and he 
qualified for membership in the Mil- 
lion Dollar Round Table Club long 
before that organization was estab- 
lished. 

Vice-President Griffin M. Lovelace 
will take over much of Mr. Lang- 
muir’s work in field training and 
education of the company’s agents, a 
feature of the agency department’s 
work which is to be expanded by the 
New York Life. 

= a 
N. Y. State Association 
Elects New Officers 

Paul F. Clark, vice-president of 
the John Hancock Mutual; Vincent 
B. Coffin, vice-president of the Con- 
necticut Mutual, and Holgar Johnson, 
president of the Institute of Life In- 
surance, were featured speakers at 
the annual sales congress of the New 
York State Association of Life Un- 
derwriters at Albany. Ralph Engels- 
man, Penn Mutual general agent in 
New York City, presided over the 
meeting. 

The following new officers were 
elected: President, Warren B. Smith, 
Buffalo; vice-president, Edward B. 
Gettings, Albany; secretary-trea- 
surer, Philip R. Chase, Syracuse. 





Director of 
Bank of Canada 


Appointment of E. J. Tarr, of 
Winnipeg, as a director of the Bank 
of Canada was announced last week 
by Finance Minister Ilsley. Mr. Tarr 
is president of the Monarch Life As- 
surance company and has acted as 
chairman of the Manitoba war sav- 
ings committee since its inception in 
May, 1940. 





E. J. Tarr 
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Life Insurance 


For Defense 

“One of the greatest contributions 
every man and woman in this country 
could make to the general program 
of national defense would be a diver- 
sion of as much as possible of our 
increased national income into sav- 
ings channels and away from in- 
creased spending. It thus becomes 
a patriotic act as well as a move for 
the ultimate advantage of the families 
of America to buy Defense bonds, 
and to build greater security through 
life insurance, and savings accounts.” 
This was the theme of a recent speech 
by Holgar J. Johnson, president of 
the Institute of Life Insurance. 

Mr. Johnson went on to point out 
that the life insurance agent will play 
an important role in the immediate 
defense program and also in the peri- 
od of adjustment after the war. They 
will do this he said, in several ways. 





By maintaining family security, they 
develop national morale. They are 
building a backlog of security which 
will be of great value in offsetting 
postwar adjustments. This backlog 
today is more than four times what 
it was is 1917 and is constantly grow- 
ing. 

Life insurance agents are also work- 
ing to develop habits of thrift, an 
essential factor in forestalling price 
spirals. Finally, life insurance is 
aiding defense through government 
and defense financing to the extent 
of nearly fifteen billion dollars, seven 
times the amount invested in these 
mediums at the beginning of 1917. 
“Life insurance is one of the impor- 
tant instruments of democracy and 
nowhere in the world is it today as 
strong as in this country.” 

Mr. Johnson before the 
luncheon 


spoke 
monthly meeting »of the 
Life Underwriters 
Greater New York. 


Association of 








Conservative Life 
Makes Promotions 

The Conservative Life Insurance 
Company of America at South Bend, 
Ind., has announced the appointment 
of Walter C. Kusener as supervisor of 
the home office division. 

Mr. Kusener started in the insur- 
ance business with the Metropolitan 
in 1921 and worked for that company, 
both as agent and later assistant 
manager. Then he accepted an agency 
with the Lincoln National, where he 
stayed for one year; then he went 
with the American National, remain- 
ing with them for a year and a half 
at Galveston, Tex. He next had a 
general insurance agency in Michigan 
and stayed there until Aug. 30, 1931, 





L. R. Cardwell 
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when he went with the Conservative 
Life, taking charge of the South Bend 
No. 1 district, where he has put up 
an enviable record, being the com- 
pany’s leading superintendent year 
after year. 

The Conservative Life has also an- 
nounced the appointment of Larry R. 
Cardwell, as supervisor of all agen- 
cies with the exception of the home 
office division. 

Mr. Cardwell went with the Con- 
servative Life on Sept. 1, 1939, as a 
special home office representative in 
charge of what was then called Divi- 
sion “B.” Prior to his going with the 
Conservative Life he had been with 
the American National from 1922, 
when he started in the insurance busi- 


ness, until 1939. 





W. C. Kusener 








CANADIAN COMMENT 


Terorore 
ie 


- + Special to The Spectator ----- 


At the moment, the life insurance 
agents in Canada are a bit puzzled 
as to just where they stand in rela- 
tion to their companies. Does the 
company look upon a life agent as an 
employee or an agent? 

This question is uppermost in the 
minds of the agents today, especially 
since the recently-established Unem- 
ployment Insurance Commission of 
Canada starts functioning within six 
weeks or so. It is similar to the 
problem which faced agents and com- 
panies in the United States. 

What has the agents puzzled is this. 
Some months ago, there was no hesita- 
tion in classing them as employees 
when certain representations, which 
we discuss later, were made to the 
Canadian Government. Now, with 
unemployment insurance coming into 
effect, they are being referred to as 
agents, and not as employees. 

The reason for all the doubt is that 
last year, the Canadian Government, 
as a war measure to raise additional 
funds, brought into effect certain 
excess profits taxes. Ably led by the 
Life Underwriters 
Canada, the life agents successfully 
pleaded exemption from this tax on 
the grounds that a life agent by law 
is responsible to but one company. 
Therefore, he could not be classed 
as an independent contractor, but as 
an employee of the life company he 
represented; and he should be treated 


¢ 


Association of 


as other employees of his life com- 
pany, who did not enter the excess 
profits tax picture at all. The gov- 
ernment saw eye-to-eye with the Life 
Underwriters Association, and the 
life agent today does not have to 
worry about excess profits taxes. 

Now, on the immediate horizon 
looms the Unemployment Insurance 
Commission, which starts functioning 
July 1. The government digs into the 
treasury, along with employers and 
employees to provide the funds to 
keep this association functioning on 
sound underwriting principles. 

But, to the life agent, here’s the 
rub. The life companies do not con- 
sider the agent an employee for this 
purpose. He is an agent, a contractor. 
Hence the life company does not have 
to contribute towards his payments 
to the unemployment insurance com- 
mission. This would mean, automati- 
cally, that the life agent cannot take 
advantage of the benefits of the Un- 


employment Insurance Commission. 
Is it little wonder the life agent 
in Canada is guessing today? 
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Actuarial Society 
Reelects Officers 


It was reported at the annual meet- 
ing of the Actuarial Society of Amer- 
ica, held last week at the Waldorf- 
Astoria in New York, that member- 
ship in the organization continues to 
grow at a substantial rate of increase, 
this despite the fact that the exam- 
inations are rigid and exacting. So- 
ciety membership now totals 767. 
Even with the steady growth of 
trained men in this department, how- 
ever, it was remarked that home otf- 
fices fail to produce sufficient source 
material and recruiting from colleges 
continues a necessary operation. As 
a matter of fact, 90 per cent of the 
Society’s enrollment comes from col- 
leges. with special mathemetical train- 
ing a requisite. 

It was announced that the Fall 
meeting will be held at Quebec Sep- 
tember 25 and 26. 

All officers of the Society were re- 
elected. They are: President, John 
M. Laird, vice-president, Connecticut 
General ; Joseph B. 
MacLean, vice-president and actuary, 
Mutual Life of New York; vice-presi- 
dent, Hugh H. Wolfenden, consulting 
and _ statistician. Toronto; 
secretary, Walter Klem, associate 
actuary, Mutual Life of New York; 
Oliver Perrin, 
Mutual and 

vice-president and 


vice-president, 


actuary 


treasurer, associate 


actuary, Penn editor, 


John R. Laris, 


actuary, Phoenix Mutual. 


Lincoln National 
Real Estate Deal 


The Lincoln National Life Insur- 
ance Company of Fort Wayne has 
purchased 197 real estate contracts 
from the receiver of the Old First 
National Bank & Trust Company in 
the same city. Approval of the State 
Circuit Court has been given to the 
purchases which were made with in- 
terest to May 1. 

The price involved is said to have 
been $296,040 and the sale is viewed 
by banking interests and others as a 
ng forward step in the liquidation of 
the bank trust. 


John Hancock Creates 
New lraining Dept. 

Vice President Paul F. Clark of 
the John Hancock Mutual Life In- 
surance Company has announced the 
Creation of the Department of field 
training, for the company’s district 
agencies, under the direction of Ar- 
thur H. Dalzell, C.L.U. He has long 








COMMISSIONER OF INSURANCE FOR MICHIGAN 


UGENE P. BERRY, commissioner of insurance for the State of Mich- 
igan, assumed his duties as such on January 17. Mr. Berry was born 
in Stockbridge, Ingham County, Michigan, December |, 1882. In 1905, 
he was graduated from the Detroit College of Law with an A.B. degree, 
since which time he has been actively engaged in the practice of law. 
He was attorney for the State Dairy and Food Department from 
1913-1916; was commissioner of the State Department of Labor and In- 
dustry, Workmen's Compensation Division, during 1933-1934. From 
1937-1938, he was legal adviser of the Michigan Department of Agri- 


culture. 


Mr. Berry has been engaged in the general practice of law and has 
specialized in workmen's compensation cases representing plaintiffs, and 
had some experience representing insurance and surety companies. 





been identified with educational and 
field training activities in his prior 
service with the company. 

The men of the field staff of this 
new department are appointed as su- 
pervisors of field training, and in 
every instance were outstanding 
agents and later assistant district 
managers, 


Joins Bankers Life 





Robert A. Jarnagin 


Robert A. Jarnagin, representing 
the third generation of a well-known 
family of Iowa newspapermen and 
publishers, has joined the advertising 
department in the home office of the 
Bankers Life Company, Des Moines. 
For the past two and one-half years, 
he has been a reporter and press 
photographer for the Iowa Daily 
Press Association, comprising most 
of Iowa’s daily newspapers. He was 
graduated from the School of Jour- 
nalism at the University of Iowa. 


New Equitable Plan 
Acclaimed by Agents 


The new compensation-retirement 
plan for agents announced to the gen- 
eral agents and agency managers of 
The Equitable Life Assurance Society 
of the U. S. at the annual managerial 
meeting in New York and relayed to 
the 6000 agents of the Society through 
regional meetings immediately follow- 
ing, was rezeived with enthusiastic 
acclaim by the field force. Within 
two weeks after the announcement of 
the plan, a large majority of agents 
signed the new form of contract, and 
by 100 per cent of the organization 
in many agencies. Hundreds of let- 
ters and telegrams were received at 
the home office from all sections of 
the country expressing the apprecia- 
tion of the new compensation-retire- 
ment arrangement. 

= >” 


Two Board Members 
For Manhattan Life 


At a meeting of the board of di- 
rectors of the Manhattan Life Insur- 
ance Company of New York, held May 
14, in addition to the re-election of the 
present. directors two new members 
were added to the board. 

The new board members are M. 
Wilson Harris, of the real estate firm 
of Eastern Shore Estates, Centerville, 
Maryland, and Robert R. Lassiter, 
vice-president and director of the 
Queensboro Corporation, Jackson 
Heights, N. Y. 


Pilot Life Gains 


The Pilot Life Insurance Company, 
Greensboro, N. C., has just passed the 
$150,000,000 mark in insurance in 
force. The exact amount now in force 
is $150,500,501. 

The Pilot has made unusually rapid 
strides this year. The gain of insur- 


ance in force through April was 


a 


$3,858,454. 
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Special representative at Dallas, Texas, for the Indianapolis Life Insurance 
Company of Indianapolis, Indiana 


trons’ Number of The Spectator 
is the best soliciting document in 
the life insurance business. I have 
yet to place this magazine before a 
prospect who did not read avidly the 
names and amounts of insurance of 
the men listed under Dallas. The best 
barometer of the success of a man 
in this world is the amount of life 
insurance he.carries. It also has an 
enormous bearing upon his credit rat- 
ing and is looked on with favor by 
banks and bankers. 

For the man with only a small 
amount of insurance, a look at the 
roster of the insurance great will 
automatically elevate his sights. For 
a man within striking distance of this 
list himself—carrying from $25,000 
to $50,000—a glance at this list will 
do more selling than all the sales ar- 
guments ever spoken. I sold $10,000 
to one man carrying $40,000, whom 
I could move through no other selling 
device, by merely showing him this 
list and letting the idea do its own 
work. To be instrumental in having 
a man’s name listed who is not now 
probably as 


I my opinion, the Prominent Pa- 


listed, and there are 
many unlisted as listed, will give a 
salesman an “IN” that he could pos- 
sibly get no other way. 

Several years ago I showed this list 


How One Agent Uses The Prominent 
Patrons Number of The Spectator 


Top-flight Producer Calls It “The Best 
Soliciting Document in the Life Insur- 
ance Business’, and Proves His Point! 


By H. H. JACOBY 


to a highly successful and ultra-con- 
servative Dallas doctor carrying $80,- 
000 of insurance. He pushed back his 
chair and studied this list closely for 
at least five minutes without a word 
being spoken. When he was through 
I casually asked him if he had any 
objections to having his name and 
the amount of his insurance listed in 
the next Prominent Patrons’ Num- 
ber. Much to my surprise he said he 
had no objections whatsoever. After 
five years of fruitless effort my op- 
portunity had arrived, and I imme- 
diately moved in. I told him to take 
what I was about to say with a grain 
of allowance, as my business was sell- 
ing insurance, but if I were in his 
position and were as close to the big 
time class of $100,000 as he was, I 
would certainly die in the big game 
class. This remark cracked every line 
in his face and he laughed me out of 
his office. However, three years later 
he called me on the telephone and 
bought the $20,000. This is paper- 
doll selling, to be sure, but what a 
wallop it carries! 

A few years back, I was fortu- 
nate enough to receive the right kind 
of introduction to one of the big- 
gest and certainly the _ steadiest 
buyer of insurance in my section. I 
bought some substantial equipment 








EARNING of the success which the author of this article has had in 
annually using the Prominent Patrons Number of The Spectator as a 
canvassing aid, we asked him please to set down some of his experiences 
in order that other agents might benefit from his methods. This he was 
kind enough to do and the accompanying comments, written by him, are 


the result. 


Mr. Jacoby has been a leading producer with the Indianapolis Life In- 
surance Company for about nineteen years and ranks among the top ten 
of its field men as to life insurance in force. During the past four years, 
his lapse ratio has been at the phenomenally low rate of 2.07, 2.02, 2.11 
and 2.20 per cent, respectively. In addition to his fine record as a pro- 
ducer of persisting protection, Mr. Jacoby has taken a notable part in 
social and civic affairs in his community. 
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from him shortly thereafter, and more 
from reciprocation than anything 
else, he bought $20,000 of life insur. 
ance from me. He allowed me to 
audit his policies and, after a week's 
effort, I found his insurance to be in 
better shape by far than any I had 
ever come in contact with. I alse 
found from these policies that the 
last quarter of a million had been 
lifetime friend of 









bought from a 





mine, who is one of the best salesmen 
that ever walked the streets of any- 
body’s town. I was in a strawberry 
patch—not by myself, but with a 
sleeping tiger. When I returned the 
policies, I was asked if I knew this 
agent and what I thought of him. I told 
my new policyholder that I had not 
only known Mr. Competitor for years 
but that I thought a lot of him per- 
sonally and was compelled to respect 
the coonskins on his barn. My big 
problem here was how to move out 
this well rooted, keen competition 
The answer turned out to be Th 
Spectator. 

About thirty days after auditing 
these policies, I was reading the Dee 
ember, 1937, issue of The Spectator 
and noticed that my new policyholder 
with all the insurance he carried @ 
himself and family, was not listed 
What a break! Immediately, I wrot 
a letter to the editor of the magazin 
setting forth the amount of insurance 
carried on the father and son in thi 
case. I put the unsealed letter in om 
pocket, The Spectator in the other 
and went to work. Walking into ths 
man’s office, I asked him if he ha 
publication — before 
























ever seen this 
After asking a number of questio® 
about its size and scope, he prompt] 
turned to the insurance listings 
Dallas, and was only a short tim 
coming up with, “Why, I am not ev@ 
listed here and my six-year-old s# 
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these men.” 
Immediately, I handed him the ® 
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sealed letter which he read with a 
ather amused expression. When he 
had finished he agreed that the idea 
of the listing was all right, but said 
I had made a mistake, in that his son 
had only $50,000 instead of the $100,- 
000 that I had named. Without hesi- 
tation, I said, “You are the one who 
has made the mistake—I am going to 
let you have that other $50,000.” 
Pandemonium broke loose in the 
ranks! When the air cleared he told 
me that that was the fastest breaking 
curve ball that had ever been thrown 
at him. “After all, Mr. Buyer, what 
greater heritage could you leave your 
boy than for the youngster to be able 
to tell the story all of his life that he 
had $100,000 paid-up insurance at 
age 26?” was my reply. 

The listing was sent in as it stood, 
for he bought $50,000 twenty pay 
life on his son. Since then, I have 
wen in the strawberry patch by my- 
self, having done something for this 
man that no other agent had done for 
him before or could ever do for him 
again. 

This man up to date has bought 
$205,000 of insurance from me on 
himself, his family, and business as- 
sociates and, as I tell him, he has 
only started. The Prominent Patrons’ 
Number of The Spectator is the finest 
selling document ever written! 


Wright Urges Increased 


Agents’ Participation 


Increased participation of the per- 
sonal producer in association affairs 
“has been and will continue to be one 
of the primary objectives of our or- 
ganization,” Harry T. Wright of 
Chicago, president of the National 
Association of Life Underwriters, told 
the members of the Tennessee Asso- 
ciation at their annual sales congress 
in Chattanooga. 

“In every address I have made this 
year I have advocated that more per- 
sonal producers should take an active 
interest in their local bodies and the 
National Association,” Mr. Wright 
declared. “I might be somewhat prej- 
udiced because I am a personal pro- 
ducer myself, but I find that nearly 
all general agents, and particularly 
good general agents, are just as 
anxious as I am to have the man in 
the field take a leading part in the 
local and national organizations.” 

Mr. Wright cited the by-laws of the 
two largest local associations—Chi- 
cago and New York—to show how 
local associations are today fostering 
the activity of the producing agent. 
“Chicago provides,” he said, “that at 
least half of its vice-presidents and 
half of its board of directors shall be 


personal producers. New York has a 
definite provision in its constitution 
that at least 18 of its board of direc- 
tors of 35 shall be producing agents 
who have no supervisory capacity 
whatever. Other associations through- 
out the country have similar provi- 
sions. In other words, some of our 
biggest and most active associations 
are guided by a board of directors at 
least 50 per cent of which is composed 
of agents.” 


Connecticut General 
Mortgage Insurance 


The Connecticut General Life In- 
surance Company of Hartford, has 
added mortgage insurance to its list 
of policy contracts. The insurance 
is carried on the lives of individuals 
who are contemplating mortgages in 
connection with buying homes through 
a building and loan, bank or Federal 
savings-and-loan association. This 
plan of coverage is written by means 
of individual one-year renewable term 
policies and provides for payment of 
insurance upon the death of the in- 
sured. The face amount of the insur- 
ance is based upon the initial amount 
of the indebtedness under the mort- 
gage and decreases annually as the 


indebtedness decreases. 


Jefferson National 
Increasing Capital 

The Jefferson National Life Insur- 
ance Company of Indianapolis has 
amended its charter to increase the 
capital stock of the organization to 
150,000 shares of $1 par value. 


Accident and Health 


Progress at Indianapolis 


An announced 112% per cent in- 
crease in membership of the Indian- 
apolis Accident & Health Club dur- 
ing the past month is proof that its 
recently executed reorganization plan 
is producing results. According to 
last reports, this revelation of the 
membership committee at the May 12 
meeting makes the local group the 
largest affiliated with the National 
A & H Association, the Kansas City 
Association running a close second. 

The education committee of the 
club reported that plans are under 
way for a city-wide A & H school to 
be held in June, details of which will 
be announced later. Other commit- 
tees of the club’s “Working Organiza- 
tion” also reported substantial prog- 
ress. 

J. M. Drake, Empire Life & Acci- 
dent, was named chairman of the 
nominating committee to select a slate 
of officers for presentation at the 
local annual meeting in June. He will 
be assisted by Earl Baker, American 
Income, and E. T. Bonham, Pacific 
Mutual. 

President C. Norman Green, Hoos- 
ier Casualty, was chosen as official 
representative of the club to attend 
the annual meeting of the National 
association in Los Angeles, and Man- 
sur B. Oakes, Sales Management Ser- 
vice, was selected as his alternate. 

Principal speaker at the meeting 
was Miss Charity Kennedy, top In- 
diana producer for the Pacific Mutual 
Life. She spoke on “Hands in Rela- 
tion to Selling,” giving many tips on 
reading character of prospects and 
agents from the shape of their hands. 








Chester O. Fischer, vice-president of the Massachusetts Mutual Life In- 
surance Company of Springfield, was recently elected a director of the 
United States Chamber of Commerce. Above you see him being congratu- 
lated by General Agents George Lackey (left) and Charlie Scott (right). 
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Friends Can Help As 
Critics 


For the agent who feels hesitant 
about soliciting his friends and rela- 
tives for business, the nominator plan 
suggested in the Reliance Bulletin 
should present a way out. R. J. 
Wetzel, director of education, mid- 
western department, believes that a 
Grade A file of prospects can be built 
up by asking the subject to listen to 
and criticize a new sales talk. Then 
present the talk with all the earnest- 
ness of a regular interview, and ask 
for the name of someone whom the 
friend thinks might be interested and 
who could qualify as a prospect. 

Ask for one name at a time, he 
urged, and get all the information 
possible. Then ask for another name, 
and another, until at least three names 
have been obtained. 

Mr. Wetzel says the critic very 
often will be sufficiently interested to 
ask for more of the same, with his 
own problems in mind, or he may 
ask the agent to cal] at another time 
for a further discussion. Don’t, how- 
ever, follow up unless he asks for it. 
Names of new, qualified prospects is 
the goal of this form of interview 
and any direct business purely in- 
cidental. 


Agent Helps To Forge 
Endless Chain 

A good example of the value of the 
endless chain of prospecting is of- 
fered in a letter from a John Hancock 
Life agent reproduced in the Signa- 
ture. 

The agent, Samuel P. Hyzen, asked 
a policyholder for the name of a 
likely prospect, earning $3,000 or 
better. The policyholder gave the 
name of a brother who was in the 
automobile tire business. Mr. Hyzen 
called on the prospect, decided he was 
well qualified and, incidentally, bought 
some tires. Not only that, but during 
the next few months he had several 
opportunities to direct others to the 
same firm. The progress of the even- 
tual chain of sales is told by Mr. 
Hyzen: 

“He was in partnership with an- 
other brother, but the one I did busi- 
ness with seemed to be the key man. 
Incidentally, they sold oil burners and 
fuel oil, and any time I heard of any- 
one who was interested in oil burners 
or oil, I gave them my card and sent 
them down to this place. Sometimes 
I drove them there and personally in- 
troduced them. As a result, a year 
after my first interview I delivered 
’artnership Policies of $10,000 on 
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-Prospecting 


each with an annual premium of 
$579.75. 

“The following year, we increased 
those policies by $20,000 each, making 
$60,000 in all, with an annual pre- 
mium of $1,567.50. One of the part- 
ners had a $5,000 policy on his life, 
payable to his wife, so I sold the other 
partner one like it—making his wife 
the beneficiary. Annual premium 
$122.80. Then I sold two of their em- 
ployees, the premium amounting to 
$125. I also sold the two sons of 
one member of the firm $3,000, with 
an annual premium of $137.65. 

“Last month, in order to more fully 
complete the brothers’ Retirement 
program, they bought Retirement An- 
nuities, making a production credit 
of $45,000 with an annual premium 
of $1,583. 

“This one lead has given me now 
an annual premium income of $4,- 
045.70. My manager has been most 
helpful in suggesting the right plan 
to submit to these men.” 


Four Economists 
At Forum Seminar 


The all-day seminar on “Economic 
Trends” to be held in New York City, 
June 5, is to be open to life insurance 
people and company executives in all 
parts of the country, as well as those 
of New York, and to all in the busi- 
ness whether or not they are C.L.U. 
members, it is announced by William 
J. Dunsmore, general chairman of 
the seminar. 

The four economists who will lead 
the open forum seminar in New York 
on June 5 are eminent authorities on 
their special phases of social and 
political economy and will give an 
authoritative background for the keen 
study of the present and future na- 
tional economy as related to life in- 
surance. 

Dr. John Thomas Madden is dean 
of the School of Commerce of New 
York University and author of seven 
widely known books on international 
finance and accounting. 

Dr. F. Cyril James, who will lead 
the forum on “Money and _ Invest- 
ments,” is principal of McGill Uni- 
versity and director of its School of 
Commerce. 

Dr. James T. Young will bring to 
his leadership of the forum on “Gov- 
ernment” a broad background of 
training and research on public ad- 
ministration. For 8 years he was di- 





rector of the Wharton School of 
Finance and Commerce and is now 
professor of public administration at 
the University of Pennsylvania. 

Stephen M. Foster, who will lead 
the forum on “Economics,” is now 
economic adviser to the New York 
Life and was formerly an economist 
in the investment department of City 
Bank Farmers Trust Company, where 
he specialized particularly in the fac- 
tors affecting the movement of money 
rates, bond prices, stock prices and 
business activity. 


Steamed up for Ride 
To Success 

A man walked into the offices of 
this magazine recently during the lul! 
of lunch hour, obtained a more or less 
indifferent audience of two or three 
girls, and went to town with a sales 
talk on a brand of silk stockings. The 
finest, I might say, in the whole darn 
world. That man didn’t look like a 
salesman, but he certainly talked like 
one. He didn’t have an ounce of 
apology or hesitancy in his manner 
once he had that hosiery out on dis- 
play; he radiated enthusiasm and con- 
fidence in his product. 

He did all right, too, but the point 
was, one could not but wonder why 
on earth he was not at some man’s 
desk giving the same talents to the 
extension of life insurance coverage. 

The point that a life insurances 
salesman has to possess more thar 
enthusiasm, meaning knowledge of 
his service, contacts, etc., is not a 
valid objection. It is academic that 
the man would know about life in- 
surance and be otherwise qualified to 
sell it before he could acquire honest 
enthusiasm for it. 

In discussing this vital 
there comes to mind a letter recently 
printed in the Reliance Bulletin. This 
letter was written to Advertising 
Manager R. C. Braun from L. A. 
Stulce, a new agent in El Paso, Tex., 
in reply to a letter of encouragement 
from the home office. The beginner 
reported a nice start in production, 
told of his pleasant working relation- 
ship with his associates and con- 
cluded with the following, which is 
presented as an example of the kind 
of attitude that cannot fail: 

“You will be interested to know 
that I am happy in my work and 
working like the very dickens to keep 
my name up toward the top listing.” 
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Some Concrete Closing 
Suggestions 


The close of a sale is, of course, 
entirely a part of and wrapped up in 
every phase of the presentation. The 
prospect himself may at any point in 
the transaction make a move in the 
direction of a close by asking how 
much the policy is going to cost, how 
the premium must be paid or ask for 
a summarized statement of benefits. 
In discussing the art of closing, War- 
ren H. Smith, Mutual Life of New 
York, Cleveland, 
in Points the following suggestions 
for getting action on the close: 

1. “How much liability 
have you on your automobile? Who is 


recently presented 


insurance 


going to receive that money?” (Of 
course, the prospect doesn’t know.) 
“Well, here you are owing X thous- 
and dollars of insurance to be paid 
to someone, and you don’t even know 
who it is; while you have only Y 
thousand dollars of insurance for your 
family. 

2. “Someone carries the risk—al- 
ways. Will it be your wife or my 
company. 

3. “Mr. Prospect, do you know of 
anything else which you could do with 
this money (referring to the pre- 
mium) which would give you more 
contentment, more enjoyment, and 
more peace of mind than using it in 
this way? 

4. “Money is always scarce, whether 
times be good or bad, except for the 
things we want. 

5. “Hasn’t it always been true that 
every policy you bought was bought 
with some uncertainty as to how the 
premiums would be paid, and yet you 
managed to pay them? 

6. “Conditions which are temporary 
for you today will be permanent for 
your family without this program. If 
you find it difficult to rearrange your 
finances in order to invest another 
X hundred dollars for the benefit of 
your family and yourself while you 
enjoy your present income, how in 
the world will your family operate on 
Y dollars a month without your pres- 
ent income? 

7. “If your employer would make 
an agreement with you whereby you 
were to receive a salary of $3,000 a 
year as long as he lived, but whereby 
in the event of his death you must 
continue to work for his firm for a 
Salary of $1,500 a year for 10 years 
and then for nothing thereafter— 
would that be attractive to you? 


8. “Do you know any widows?” 
Most prospects will admit knowing 
one or two. “Suppose you call one of 
them right now and tell her what we 
have been discussing and ask her if 
she thinks you ought to buy it. If 
she says ‘No’ I'll pay for it. 

9. “Before you answer my final 
question, I want you to think; bezause 
upon your answer depends whether I 
fold up my papers and get out of here, 
or whether we do something about 
this. Here is the question: ‘If you 
were positively sure that tomorrow 
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morning you would be uninsurable, 
would you buy this today?’ ” 


Maintaining Consecutive 
Production 


For more than eight years, District 
Manager I. Frederick, Mutual Life 
of New York in New Orleans, has 
written at least one application each 
week. He recently told an audience of 
agents that this record—-keeping it 
unbroken—has been a great incentive 
to him in his work. He stresses that 
consecutive weekly production makes 
a systematized prospecting program 
imperative. Also, he warns that every 
agent must be careful to concentrate 
on prospects with whom he can carry 
on pleasant working relations. Not 
every prospect is a prospect for every 
agent. 

“Men buy life insurance from you,” 
he declared, “because they like you, 
enjoy doing business with you, be- 
lieve in you and value your service.” 

Mr. Frederick maintains a prospect 
file of several hundred names and he 
states that he has found that con- 
scientious interviewing among these 
qualified individuals is as certain to 
return to him a given amount of com- 
missions as night is certain to follow 
the day. He offered the following 
concrete suggestions for maintain- 
ing consecutive weekly production: 

Do all arranging of prospect cards 
at home. 

Prepare for the next day’s work the 
night before. 

Unless something unforeseen arises, 
make all calls as scheduled. 

Zone each day’s calls—it is a big 
time saver. 

Try to get an application by Wed- 
nesday noon. If you are unsuccessful 
in doing so, then work every day and 
night for the rest of the week, begin- 
ning Wednesday afternoon, until the 
application is secured. 

Make two or three evening calls a 
week until you’re out of danger of 
missing a week. 

Be sure your sales talk is as good 
as you can make it. 

Spend more hours in the field, start- 
ing from home early in the morning. 

Be on the lookout for and eliminate 
weaknesses in your prospecting 
method. 

Acquaint your policyholders with 
your success as a weekly producer 
and get them interested in helping 
you to continue as such. 

Ask favors of people—better ask 
too many than too few, as people like 
to help. 

Keep records of all calls and full 
information regarding your clients’ 
and prospects’ change-of-rate dates. 
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MIpLaANp Mutua Lire INSURANCE COMPANY 
CoLUMBuUS, OHIO 


WAR RISK EXCLUSION PROVISION 


HESE Provisions are attached to and made a part of Policy No. Specimen 
this day issued by THE MIDLAND MUTUAL LIFE INSURANCE COM- 
PANY on the life of John Doe, the Insured. Anything in the Policy in any 
way inconsistent herewith is amended and superseded : 
|. The amount payable to the beneficiary under the Policy shall be the 
Limited Benefit set forth in paragraph 2 hereof, 

(a) if the Insured shall die within two years from the date of the Policy 
while traveling, residing or stationed outside the United States 
and Canada, as a direct or indirect result of war or any act 
attributable to war, although the Insured shall not then be in any 
military or naval service of any kind; or 
if the Insured (1) shall die outside the United States and Canada 
while in military or naval service of any country at war and irre- 
spective of the cause of death, or (2) shall die, as a direct or 
indirect result of any injury incurred or disease contracted outside 
the United States and Canada while in such military or naval ser- 
vice, within six months after the termination of or discharge from 


if the Insured (1) shall die outside the United States while training 
for or serving in the air forces or the air branch of the military or 
naval forces of any country at war, and irrespective of the cause 
of death, or (2) shall die, as a direct or indirect result of any 
injury incurred or disease contracted outside the United States 
while in such training or service, within six months after the ter- 
mination of or discharge from such training or service. 

2. The Limited Benefit referred to above shall be a sum equal to the pre- 
miums paid on the Policy, with interest at the rate of three per cent (3%, 
per annum compounded annually, increased by the cash value of any 
poid-up dividend additions and any dividend accumulations but decreased 
by any indebtedness to the Company on the Policy, but in no event shall 
the Limited Benefit be more than would have been payable under the Policy 


3. If, in connection with the Policy, it is provided that certain benefits will 
accrue if the Insured becomes totally and permanently disabled, such pro- 
visions shall not apply nor such benefits accrue if such disability is directly 
or indirectly attributable to war while the Insured was traveling, residing 
or stationed outside the United States and Canada. 

4. If, in connection with the Policy, it is provided that additional benefits 
will accrue if the Insured dies from injuries effected solely through acciden- 
tal means, such provisions shall not apply nor such benefits accrue if the 
Insured shall die (1) while traveling, residing or stationed outside the United 
States and Canada, or (2) within ninety days after his (her) return to the 
United States or Canada if death is attributable to such injuries sustained 
while so traveling, residing or stationed. 

5. The "United States" as used herein means the Continental United States 
of America including the territorial waters within three miles of the coastlines 
thereof, and does not include Alaska or the Panama Canal Zone or waters 
adjacent to them. "Canada" as used herein means the Dominion of Canada 
including the territorial waters withim three miles of the coastlines thereof. 
as used herein means any war, whether declared or un- 


6. These Provisions shall also apply to any paid-up or extended term in- 
surance put in force in accordance with the non-forfeiture provisions, if any, 


contained in the Policy, and to any other policy to which the Policy may be 


7. There is no period of incontestability respecting these Provisions. 








Issues a New 
Low-Cost Policy 


The Ministers Life and Casualty 
Union of Minneapolis has recently 
issued a new low-cost life insurance 
policy. The contract, which is known 
as “Everyman’s Policy” has a prin- 
cipal sum of $500 with a first-year 
premium of about $5. The first-year 
death benefit is $250 but the policy 
pays a benefit of $500 for death in 
any year after the first. The policy 
has the usual guaranteed cash, paid- 
up and  pure-endowment options. 
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Dividends begin at the end of the sec- 
ond policy year. It will be recalled 
that the Ministers Life and Casualty 
Union issues almost all its business to 
clergymen and seminary students. 

Secretary Mell W. Hobart of the 
company points out that over 65 per 
cent of American ministers have life 
insurance policies of $2,000 or less 
and that more than a third of that 
65 per cent have no life insurance 
whatever. Only 35 per cent of Amer- 
ican ministers own life insurance pol- 
icies of more than $2,000 and very 
few have as much as $5,000 of life 
insurance. 


Oregon Mutual Changes 
Reserve Basis 

The Oregon Mutual Life Insurance 
Company recently issued its new rate 
book with rates and values based upon 
the American Men (Ultimate) Mor- 
tality with 3 per cent interest. The 
Oregon Mutual is the first American 
company to adopt this basis for all 
policies, although some other com- 
panies have issued individual policy 
forms on this basis. Mr. R. R. Brown, 
vice president and actuary of the com- 
pany, has this to say about the 
changeover : 

“The company’s decision to reduce 
its interest rate from 3% to 3 per 
cent, recognizing the continued down- 
ward trend in returns on 
prime investments suitable for life 
insurance companies, likewise seemed 


interest 


a propitious time to take a more 
realistic view of the mortality element 
in the premium. There is ample evi- 
dence to show that the improvement 
in mortality for the period covered 
by the American Men Mortality 
Table is permanent and there has 
been further substantiated improve- 
ment since this table was compiled. 

“Wide publicity given to increased 
longevity resulting from greatly im- 
proved mortality at the younger ages 
has led to the popular misconception 
that the death rate is lower at all 
ages, and that the use of the Amer- 
ican Experience Table results in an 
overcharge for insurance. This crit- 
icism of the use of the Americal 
Experience Table is not justified be 
cause companies have made adjust- 
ments to offset any distortion of it 
surance costs and benefits betweet 
individuals caused by the difference 
between basic assumptions and actual 
experience, but unfortunately thesé 
adjustments have not been publicized 
Therefore, the public has had a one 
sided and wholly inadequate concer 
tion of the whole matter. 


“Perhaps the lack of publicitf 
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given in the press arises from the 
fact that publicists and writers have 
failed to appreciate the importance of 
stressing the fact that companies, 
generally speaking, have made the 
necessary adjustments to avoid any 
overcharge in insurance costs to the 
policyholders. Whether 
this is the reason for neglecting this 
point or whether the necessary expla- 
nation seemed involved and difficult, 
the fact is that a large part of the 
public has been left with the erro- 
neous impression that because the 
companies are using a mortality table 
with death rates higher than are ac- 
tually experienced, they, the public, 
are being overcharged. 

“This situation is indeed unfortu- 
nate and we believe that if the adop- 
tion of the American Men Table does 
nothing more than correct this mis- 
understanding it will be definitely 
worthwhile. Obviously, it is a realistic 
approach, since the table deflects more 
accurately the actual mortality expe- 
rience of our time. The task of the 
fieldman is difficult enough in these 
days without his having to answer 
criticisms of the fundamental theory 
of our business, which can be cor- 
rected. 

“By way of further detailed infor- 
mation, there were other considera- 
tions leading to our adoption of the 
American Men (Ultimate) Table with 
3 per cent interest modified on the 
Illinois Standard basis even though 
there was no precedent for this basis 
of operation (companies using the 
American Men Table either employ 
a higher rate of interest or use it 
only for a few policies). Our work 
with the table convinced us that it 
fulfilled requirements for premium 
calculations of adequacy and equity 
between the various plans and ages 
much better than the American Expe- 
rience Table, and furthermore, that 
it would allow a more factual opera- 
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Exclusion Provision’.” 


THE LINcOoLN NATIONAL LIFE INSURANCE -Co. 
Fort WAYNE, INDIANA 


PROVISIONS RELATING TO OCCUPATION, RESIDENCE, TRAVEL AND 
MILITARY, NAVAL AND AIR SERVICE 


ATIACHED to and made a part of Policy No. Specimen, except 
as hereinafter provided the Company shall be under no liability under 
this Policy should the death of the Insured occur: 

1. (a) Outside the states of the United States and the District of 
Columbia from any cause during the period of his military 
or naval service for any country at war, whether such war be 
declared or undeclared, or within six- months after termina- 
tion of such service if death be caused from any wounds, 
injuries or diseases received or suffered while in such ser- 


Inside the states of the United States and the District of 
Columbia as a result of military or naval service for any 
country at war, or as a result of war or any act incident thereto 
while the Insured is in such service, whether such war be de- 
clared or undeclared, provided that such death occurs prior 
to or within six months after termination of such service, or 
2. Within two years after the date of issue of the Policy as the result 
of war or any act incident thereto (whether such war be declared 
or undeclared) committed while the Insured was traveling, resid- 
ing or stationed outside the states of the United States, the Dis- 
trict of Columbia, Puerto Rico, the Panama Canal Zone, Alaska, 
Hawaii and the Philippine Islands. 

The expression ‘military or naval service’ as used above shall be inter- 
preted to include service after enrollment, whether same be active or in- 
active, with the army, navy, marine, aeronautical, medical or other branches 
or divisions of military or naval service. 

In event the Insured's death should occur under any of the conditions 
defined above, the Company's liability under this Policy shall be a single 
sum equal to the premiums paid on this Policy, decreased by any dividends 
returned and any indebtedness on or secured by this Policy (but in no event 
shall the amount so paid be more than the amount payable if this pro- 
vision were not attached, nor less than the reserve under this Policy in- 
creased by dividend accumulations and by the reserve on any outstanding 
dividend additions and decreased by any indebtedness on or secured by 


The provision of this Policy relating to incontestability is hereby amended 
by the addition of the phrase "(4) except that part of the Policy relating 
to war risk exclusion set out in the provision or rider entitled "Wor Risk 


*This clause is not used generally in the company's policies but is used 
in occasional cases where underwriters feel that the military risk is one 
which the company should not assume. 








tion. We consider it highly desirable 
that premium, reserve, and dividend 
calculations be made in a normal way 
instead of being subject to the adjust- 
ments already mentioned because the 
basic assumptions are not representa- 
tive of current conditions. Besides 
these advantages, the increases in 
gross premiums by reason of the re- 
duction in the interest assumption 
were largely offset by the adoption 
of the American Men Table, with the 
result that the new 3 per cent prem- 
iums are approximately the same as 
those previously based upon the Amer- 
ican Experience Table with 314 per 
cent interest. 

“Generally speaking, the use of the 
American Men (Ultimate) Table will 
result in higher reserves, and a de- 
crease in the net cost of insurance on 
life policies at the younger ages. 
There will be less gain from mor- 
tality, because American Men assump- 
tions are nearer to actual experience; 
but there will be an offseting smaller 





loss from loading, because the loading 
is more in keeping with the actual 
expenses. In other words, we will be 
operating on a more factual basis be- 
cause the make-up of the premiums, 
that is, net premiums covering mor- 
tality and reserves, and the loading 
covering expenses and contingency 
reserve, is based on conditions that 
are more representative of what will 
actually happen, than would be pos- 
sible by use of the American Experi- 
ence Table. 

“We are pleased with the ready and 
enthusiastic acceptance of the new 
basis by the field force, and the public. 
Incidentally, the disturbance usually 
resulting from the adoption of 3 per 
cent interest with the higher gross 
premiums was entirely eliminated.” 

The company makes a comparison of 
the gross premiums on the American 
Experience 3142 per cent and the 
American Men 3 per cent basis for 
ordinary life, 20 payment life and 
20 year endowment. 
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Administration 


Investment Public Aspects 


Stressed Before LOMA 


It is easy to overlook the public 
relations aspect of investment activi- 
ties, so that the address on that sub- 
ject given before the recent spring 
conference of the Life Office Manage- 
ment Association at New York by 
Horace W. Foskett, assistant vice- 
president of the Equitable Life of 
Iowa, carried a valuable message. 

“Probably our greatest opportunity 
for creating good will for the life 
insurance companies,” said Mr. Fos- 
kett, “exists in connection with our 
transactions with the more _ than 
half a million individuals scattered 
throughout the entire country who 
are being aided in the purchase of 
their homes and businesses by the 
ise of the funds of life insurance 
companies. Here our contacts with 
the public are just as direct as in ou 
life insurance transactions.” 

Part of the address, however, was 
levoted to relating various incidents 
“indicating that occasionally the man 
in the field, in direct contact with the 
public, does not correctly interpret 
to the public the company’s attitude, 
and also that sometimes we in our 
home offices do not receive from our 
representatives sufficient or correct 
information as to the attitude of the 
public, and as a result take some 
action which is misunderstood by the 
public.” 

Taking undue advantage of a de- 
linquent borrower and giving the ap- 
pearance of violating: a law which 
may seem unjust were two offenses 
against which Mr. Foskett warned 
his hearers. He also urged that either 
the rules promulgated by the home 
‘ffice should be flexible enough to 





Departmental 


meet the great variety of situations 
arising on the firing-line or else local 
representatives should have permis- 
sion to break the rules under certain 
conditions. 

When it comes to making the em- 
ployees more conscious of the impor- 
tance of the public’s good will, “the 
first thing we should do is to make 
certain that all of the employees and 
representatives of our investment de- 
partments are made fully aware of 
the fact that they are in the life in- 
surance business, of what the business 
really is and o what its problems are.” 
And other suggestions were: 

“The changed economic conditions 
have forced up to augment our invest- 
ment department personnel by bring- 
ing into our companies specialists in 
certain types of investments. These 
men have been trained in other finan- 
cial fields where possibly good public 
relations were considered less impor- 
tant than they are in our business... 

“Another thing which the changed 
economic conditions have done is to 
transfer us bodily from a lender’s 
market over to a borrower’s market. 
However, too few of our home office 
employees, particularly our older em- 
ployees, realize just what this change 
means. Steps should be taken to 
see that our legal departments have 
a full realization of the meaning of 
this change from a lender’s to a bor- 
rower’s market. Trivial objections to 
a title may add to the prestige of 
the lawyer, but they do not build good 
will for the company.” 


AGENTS LIKE OUR 


“Guaranteed Benefits Contract” 


1. Lifetime service commissions. 
2. Extra compensation for preferred business. 
3. Liberal Retirement Plan for permanent agents. 


Address Agency Inquiries To: 


M. ALLEN ANDERSON, Director of Agencies 


REPUBLIC NATIONAL LIFE 


INSURANCE COMPANY 
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Policy Claims 
Agents Urged to Work 
With Home Office 


Aiming toward “better teamwork 
between the Claim Division and the 
Field,” John B. Northrop, manager of 
the Metropolitan Life’s claim division, 
has an article in the Metropolitan Un- 
derwriter packed with suggestions as 
to how agents can benefit themselves, 
their company and the policyholders, 
Part of the suggestion had to do with 
settlements by the agents, and more 
were concerned with information 
needed by the claim division. Put in 
brief form, some of these ideas were 
as follows: 

In paying Industrial death claims, 
include the dividends in the check for 
the policy amount; it saves expense 
and handling. 

Don’t overlook the opportunities for 
service in the payment of unclaimed 
equities. 

Correct age should be determined 
while the policyholder is still alive, 
not afterward; he naturally wants to 
know exactly how much insurance he 
has. 

Designation of the 
should be kept up to date; that also 
is much easier to take care of while 


beneficiary 


the insured is alive than later. 

Much time and money are wasted 
on disappearance claims. “Generally 
speaking, no presumption of death 
arises unless (1) the absence has been 
continuous for at least seven years; 
(2) there is no other reasonable ex- 
planation, except death, for his ab- 
sence; (3) the claimant is so related 
to the insured that it is reasonable 
to suppose he would have gotten in 
touch with him were he alive; (4) the 
claimant, within a reasonable time 
after the insured’s disappearance, 
made a thorough and_ exhaustive 
search for him.” 


Jefferson Standard Scores 
Large Gain 

The Jefferson Standard Life In 
surance Company of Greensboro, 
N. C., registered a gain of six mil 
lions in its insurance in force for the 
first three months of 1941. The total 
insurance in force as of April 1, 1941 


was $428,335,739. 
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Underwriting 


Non-Medical Business May 
Be Favorable 


All in all, non-medical life insur- 
ince is viewed favorably by Dr. J. E. 
Bee, medical director of the Kansas 
City Life, writing in The Ounce of 
Prevention, monthly publication of 
the Hooper-Holmes Bureau, Inc. By 
way of explanatory description, he 
says: 

“In 1921 Canadian companies began 
to insure applicants on a non-medical! 
asis, for certain age groups and for 
imited amounts. American com- 
vanies entered the non-medical field 

1924, limiting the risks to the 
yunger ages and for small amounts. 
The only evidence of insurability re- 
iired under the non-medical plan 
wing the applicant’s statements, 
agent’s recommendations, and inspec- 

m reports. 

“The plan, at first, was not looked 
ipon with much favor, since it was 
assumed by many that agents and the 
suublic would take advantage of the 
pportunity and send in many im- 
paired and undesirable risks. For- 
tunately for the companies, this prac- 
tice had the opposite effect on the 
agents and the public, and with very 
few exceptions, the risks submitted 
were favorable.” 

Doctor Bee admits that there are 
lifficulties—some agents are not suffi- 
ently searching in their investiga- 
tions and full in their reports; sales 
tend to be confined to small amounts, 
and the companies do not have the 
enefit of a medical examination, un- 
ess they request it afterward, which 
s embarrassing for the agent. But, 
“Taking all fac- 
tors into consideration, the advan- 
tages of non-medical outweigh the dis- 
advantages. By eliminating the ne- 
cessity of a medical examination, it 
speeds up the underwriting in the 
field. The applications are completed 
and ready for underwriting in the 
Home Office as soon as the inspection 
report is received. In the rural ter- 
ritory, the appointment for the ex- 
amination is difficult to make, and 
yuite often agents are required to 
take applicants some distance to com- 
plete the examination. Some people 
look with disfavor on medical exam- 
inations for various reasons, and the 


Doctor Bee states: 





Digest ..... 


non-medical removes this obstacle 
from the path of the agent to com- 
plete an application. 

“‘Non-medical business, in general, 
has been favorable because it is writ- 
ten at the younger age groups where 
a more favorable mortality is to be 
expected. It is written for smaller 
amounts, $5,000 being the maximum. 
In questionable cases the company has 
the benefit of a medical examination 
which helps to eliminate the unde- 
sirable physical risks.” 
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Investment 


Company Head ‘Discour- 
ages Inflation Fears 


The good old topic of inflation— 
and reasons why it is not to be feared 
—came into the thought-provoking 
address made by W. Howard Cox, 
president of the Union Central Life 
of Cincinnati, at the company’s re- 
cent convention in New Orleans. 

President Cox cautioned against 
merely looking at the national debt 
without considering other factors as 
well. “We have had an economic rev- 
olution during the past decade—a 
revolution that has affected all the 
other major industrialized countries 
as well as the United States. One 
effect of that revolution has been that 
the banking and credit functions of 
our whole national economy have been 
taken over to some degree by the 
government. Where in the twenties 
Jur private banks expanded their 
credit to finance the country, the 
Treasury is now expanding its 
credit.” 


Northwestern National 
Dividend Scale Same 


The 1939 dividend scale for the 
Northwestern National Life of Min- 
neapolis, Minn., will be used for the 
dividend years which began on May 
1. Gross interest payable on settle- 
ment option funds and dividend ac- 
cumulations has also been continued 
for the year 1941, the prevailing rate 
at the present time is 342 per cent. 
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COMPANIES 


John W. Bratton, manager of the life, accident and 
group departments of the Travelers of Hartford’s branch 
office in Brooklyn, was transferred May 1 to manage the 
Empire State Branch office in New York City. Erwin R. 
Wilkinson, manager of the life, accident and group depart- 
ments of the City Hall branch, New York City, has suc- 
ceeded him in Brooklyn. Robert B. Jaynes, field assistant 
in the life, accident and group departments of the Rock>- 
feller Center branch, New York, has been promoted to 
assistant manager of those departments at the John Street 
branch, New York. 

The Guardian Life of America at New York has 
pointed Jerome A. Rooney as manager of the agency 
formerly known as Birnbaum and Rooney, in New York 
City. The company has also launched a series of regional 
meetings for the field organization. 

The Bankers Life of Des Moines increased its steady 
upward trend in new paid-for business this year by mak- 
ing a 19 per cent gain in April as compared with the same 


ap- 


month last year. 

A. N. Kemp, president of the Pacific Mutual of Cali- 
fornia, has been elected a director of American Airlines. 
The Paschall-Gist Agency of Los Angeles recently gave 
a lunch2on in honor of R. A. Brown and L. P. Brown, two 
brothers who have served thicty years as representatives 
of the company. 

Harry N. Martin, former Memphis manager for the 
Metropolitan Life of New York, has been appointed man- 
ager of one of the three Nashville districts. Robert J. 
Seay, divisional supervisor in charge of field training plans 
for the Southern states, succeeds him at Memphis. 

Robert K. Smith has been promoted to field supervisor 
for the United States Life of New York. He will take 
over agency development in Illinois. Mr. Smith has been 
Chicago general agent for the company. Robert P. Baird 
is now general agent. 

Malcolm L. Williams, assistant manager of agencies of 
the Provident Mutual Life of Philadelphia since 1932, will 
go to Detroit on June 1 as assistant to Nathaniel Reese, 
general agent. 

T. F. MeGaughan has been appointed manager of the 
Mutual Life of New York at Providence, R. I. He has 
been supervising assistant for the last six years in the 
Chrysler Building Agency, New York City. The Jackson 
Boulevard Agency, Chicago, has been moved to Aurora, 
Ill. Its territory now comprises twenty Illinois counties 
and Lake County, Indiana. Joseph B. Macken has suc- 
ceeded C. L. Corner, retired, as manager. 

Manhattan Life production for April was up 19% over 
April of last year. April was President’s Month. 

The National Life of Montpelier reports that new life 
sales are up 26.72% for the first four months of this year 
as compared with the corresponding 1940 period. 

The Eastern Life of New York declared a dividend of 
2 per cent on the par value of its stock to all stockholders 
of record December 31, 1940. The company’s annual report 
shows a substantial increase of insurance in force during 
1940, and an increase in amount of insuranc2 written. 
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NAMES 


Edward L. Sittler, Jr., has been appointed agency organ- 
izer of the Pittsburgh agency of the Mutual Life of New 
York. 

California-Western States Life of Sacramento marked 
up an increase of over 15% in new life production during 
the first four months of this year over the same period 
in 1940. 

Walter J. Abernathy has b°en appointed general agent 
of the Occidental Life of Los Angeles at Ottumwa, Iowa. 
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F one happens to be a young fellow of four or five years 

of age whose parents have already arranged for his 
medical education, he can, I imagine, derive considerable 
satisfaction from the forecast by statisticians of the Met- 
ropolitan Life that the future promises a steadily increas- 
ing number of old people in the population totals of the 
United States, with a corresponding increase in the 
demand for more doctors. But for the older 
group which will be called upon to furnish case histories 
for all those heart, lung and cancer diseases, the outlook 
is far from bright unless it is true that misery loves 
company. There will be plenty of company for the ailing 
aged, they say, because the average age of the American 
public has been tracing a well defined up curve for sev- 


somewhat 


eral years. 


* * « 


bined with a high birth rate, made the United States 
a youthful people. Children and young adults predomi- 
nated with a correspondingly small proportion of Social 
Security candidates, but at the present time the birth 
rate shows a decline of about one third since the beginning 
of this turbulent century and immigration has been radi- 
cally (sic) curtailed. The actual increase in the propor- 
tion of men and women over sixty-five has been from 4.1 
per cent to 6.8 per cent, and in actual numbers the increase 
for that period has been from 3,080,000 to 9,000,000. How- 
ever, you boys who specialize in retirement income policies 
“ain’t seen nothing” yet. In another forty years, the 
statisticians say, the old folks will have reached the total 
of 14 per cent of the entire population, or a numerical 
total of 22,000,000. 


1‘ the not remote past a heavy rate of immigration, com- 


* * * 


HIS trend, for only three decades past, has been so 

pronounced that the chances of a new-born child attain- 
ing age sixty-five today are as favorable as were the 
chances of reaching age fifty in 1910, and it is estimated 
that continued improvement in infant mortality should 
eventually enable three-quarters of the entire population 
to reach the official retirement age. In that day, of course, 
the entire setup of life insurance will have undergone 
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~NEW 


He was formerly connected with the Central Life of lowa. 


Kenneth C. Wilsom, former manager of the Windsor, 


Ont., agency of the Northern Life of Canada, has been 
promoted to manager of the western Ontario agencies. 
Albert Baker has been named district manager at Windsor. 

J. H. MeDonald has been appointed manager of the 
ordinary branch of the London Life at Sudbury, Ont. He 
succeeds C. W. McPhail, now district manager at Van- 
couver, B. C, 








By Frank Ellington 














changes to meet existing conditions, as will of necessity 
the entire economic picture. This outlook, taken togethe 
with the present day trend in the direction of fewer and 
better trained agents, suggests that the agent of the 
future will in fact as well as in theory be included among 
the accepted professions. The average representative's 
verhead will run a lot higher than that now, because he 
will have to have office space sufficient to afford a large 
reception room and he will have to pay salaries of atten- 
dants, but his work should be easier in that proud day 
when his door bears the legend, “I. B. Blank, Annuities. 
Office hours, 1 to 4.” 


HE president of the American Actuarial Society, in 

his address to the membership of that organization at 
the Waldorf-Astoria in New York this. week, urged upon 
the young actuary the necessity of at least a superficial 
understanding of all the functions of a life insurance com- 
pany. Considering the fact that the actuarial Fellow 
normally spends about ten years in further study and 
preparation, after college, before he can gain this rating, 
this added attention to other departments would seem to 
make this department just about the workingest in the 
company, but as was pointed out, the actuary very often 
is called upon to take an active part in the management 
of the company and he must have a well balanced know!l- 
edge of all operations 


* * * 


B° the same token, the agent who aspires to advance- 
ment, even in his own sphere of activity, must take 
an active interest in matters other than strictly selling. One 
of the fundamental factors in life insurance management 
has to do with mortgage loan procedure, a function which 
often is directly tied up with sales. The second part of a 
two-part article on this subject appears elsewhere in this 
‘issue. Concisely written, this study will add materially to 
the background knowledge of life insurance salesmen. 
Morris Pike, the author, prepared this material with 
special care to present it in non-technical language. He 
is Vice-president and actuary of the Union Labor Life and 
is the author of “America Insures Itself.” 





ASSOCIATIONS 


The Pennsylvania Association of Life Underwriters at 
its recent meeting in Harrisburg elected the following 
officers: president, Frank C. Wigginton, Bankers Life of 
lowa, Pittsburgh; vice-presidents, Clifford H. Orr, Na- 
tional Life of Vermont, Philadelphia; George N. Wade, 
Ohio National Life, Harrisburg; William Cummings, 
Equitable Assurance Society of New York, Pittsburgh. 
Russell B. Kirby, Reliance Life of Pittsburgh, Allentown, 
was elected secretary-treasurer, and Charles Miers, Phila- 
delphia, assistant secretary. 

The Seattle Life Managers Association has elected as 
president Milton A. Link, Bankers Life of Iowa. Vice- 
president is Renaldo A. Baggott, National Life of Ver- 
mont; secretary-treasurer, William B. Laney, State Mutual 
Life of Worcester. 

The Tennessee Association of Life Underwriters has 
elected the following officers: president, J. Thornton Buck- 
ner, New York Life, Memphis; vice-presidents, John Thorn- 
ton, Phoenix Mutual of Hartford, Knoxville, and James E. 
Fly, Life & Casualty Insurance of New York. 

The afternoon meeting of the Life Underwriters Asso- 
ciation of Philadelphia on May 22 heard W. Franklin Scar- 
borough, agent of the New England Mutual of Boston, 
on “Organization Methods.” 

The Life Insurance Advertisers Section of the Canadian 
Life Insurance Officers Association will hold its second 
annual meeting at the Royal York Hotel in Toronto from 
May 27 through May 29. 

Kenneth D. Moore, of the Great National Life of Dallas, 
has been elected president of the Lubbock, Texas, Associa- 
tion of Life Underwriters, and Lonnie Langston, South- 
western Life of Dallas, is secretary-treasurer. 

Arthur H. Thompson and George W. McLean, formerly 
with the Equitable Life of Iowa, have been appointed gen- 
eral agent and district agent respectively of the Central 
Life of Iowa at Gary, Ind. 

R. A. Wesselman, New York Life, former vice-president 
of the Toledo Life Insurance Managers Association, has 
taken over the duties of president, succeeding Edgar Bar- 
ton, resigned to take up personal production. 

Gerald F. McKenna, manager of the Continental Assur- 
ance, has been nominated for president of the San Fran- 
cisco Life Underwriters Association, with Homer E. An- 
derson, New York Life, nominated for vice-president. 

The South Dakota Association of Life Underwriters held 
its annual sales congress, May 19-20, at Brookings, S. D. 
Grant Taggart, secretary of the National Association, was 
a speaker. 

The Life Insurance and Trust Council of Kansas City 
held a dinner meeting on May 19. 

The spring meeting of the Association of Life Insurance 
Counsel is to be held at the Greenbrier in White Sulphur 
Springs, Va., on May 26-27. 

R. A. Wesselman, New York Life. has become president 
of the Toledo Life Insurance Managers Association. 

The annual convention of the Supreme Woodmen Forest 
Circle, a women’s fraternal society, will open June 12. 
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ALONG CITY STREETS 


Last Sunday 750,000 people turned out in Central Park 
to celebrate “I Am an American Day.” Three-quarters of 
a million is a lot of people to gather in any one place 
for any one reason, even in New York. It means some- 
thing. It means that a lot of people, in New York and all 
over the country, are getting steamed up over the fact 
that they are Americans. This is a very good thing, pro- 
vided that at the same time people know what being an 
American is. Otherwise we might just as well go around 
shouting “I Am a Tanna-Touvan!” 

© 

What does being an American mean? 
just being proud of the fact that we happen to be living in America. 
That's no achievement, as far as most of us are concerned. Being 
an American means that we have a great tradition to live up to. 

* 

Ever since modern times began, America has been the 
hope of Europe. For more than four hundred years men 
have turned their eyes to the brave new world in the 
West. America was the place where harassed and be- 
wildered Europeans could get a fresh start. America was 
the place where problems could be approached from fresh 
worked out in an atmosphere of 


It means a lot more than 


viewpoints, could be 
freedom. 
* 

And America has fulfilled the dream which Europeans dreamed 
of her. Here was worked out the first federal democracy on a large 
scale, perhaps the great political triumph since Augustus devised 
the Pax Romana. After 1850, American ingenuity led the Industrial 
Revolution. After 1900, America led the Technological Revolution. 
American automobiles and movies have spread American manners 
cround the globe. 

a 

But America has always been and is now the child of 
Europe. Almost all its people and nearly all its ideas 
have come from there. Though changed in the American 
air, those people and those ideas cannot shake off their 
European beginnings. We Americans are proud of being 
Americans because Americans are bigger and better 
Europeans. 

7 

Yet, somehow, some Americans apparently think that they can 
watch while Europe goes down into another dark age. Some 
Americans seem to think that because geography temporarily pro- 
tects them from actual armed attack they are safe from the mechan- 
ized barbarian. Some appear to believe that they can play the role 
of detached observer, assigning praise and blame with the impar- 
tiality of an historian fifty years after the fact. 

* 

It can’t be done. Americans are not a separate species. 
They don’t live on the moon. From both a material and 
a spiritual standpoint, Americans will stop being Amer- 
icans if they think they can abandon Europe and get 
away with it. 


COMPANIES 


The Connecticut General of Hartford is now prepared 
to write mortgage insurance on the lives of individuals 
who are arranging for mortgages in connection for their 
buying homes through a bank, building and loan associa- 
tion or a Federal savings and loan association. 

Max J. Hancel, general agent for the Continental Amer- 
ican Life of Wilmington, Del., leads the company in 
amount of new business and first year premiums. 
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DEFENSE 


Three prominent insurance men are members of the 
Connecticut Defense Savings Staff Advisory Committee, 
a group of twenty-seven citizens from many fields. They 
are Morgan B. Brainard, president of th» Aetna Life of 
Hartford; C. W. Van Beynum, publicity manager of the 
Travelers of Hartford, and Anthony vice- 
president of Thomas A. Settle, Inc., a Danbury agency. 


Sunderland, 


GROUP 


The Metropolitan Life of New York has written a group 
life program, totaling about $260,000, for the Titmus 
Optical Company of Petersburg, Va. The program is writ- 
ten on a co-operative basis. 
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COMPANIES 


George Hunter, a member of the purchasing and supply 
department of the Aetna Life Affiliated Companies of 
Hartford, recently celebrated his twenty-fifth anniversary 
with the organization. 

The Greensboro, N. C., district of the Southern-Dixie 
Life of Greensboro has been split due to increased volume 
of business. It will be managed by R. R. Harris. 

The Jefferson Standard Life of Greensboro reports that 
new sales in April reach $5,800,000, the largest April 
volume in company history. Sales for this year to date 
are running 23° ahead of last year. 

Fred J. Broderick has just been appointed manager of 
the home office agency of the New World Life in Seattle. 
For many years he was with the Massachusetts Mutual 
of Springfield. 

The National Aid Life of Oklahoma City is being re- 
organized as a stock legal] reserve company. Policyholders 
are to be permitted to purchase shares of the capital 
stock. Capitalization is to be at $100,000, with $100,000 
surplus and assets of more than $1,000,000. There is 
$30,000,000 business in force at present. 

The Wisconsin National Life of Oshkosh reports that 
new life business during the first four months of this 
year is nearly 12 per cent ahead of last year’s correspond- 
ing period. 

The name of the former Peerless Life of Oklahoma City 
has been changed to the Bankers Security Life, with the 
home office removed to Ardmore, Oklahoma. C. A. Sam- 
mons of Dallas is president, and W. D. Dilbeck, who has 
purchased an interest in the company, is vice-president 
and active manager. 

Edward Mullaney has been appointed district manager 
of the John Hancock Mutual Life of Boston at New Bruns- 
wick, N. J. He succeeds William E. Bunter, transferred 
to New York City. 

The “Field Club” of the Newark agency of the Mutual 
Life of New York will hold its annual meeting on May 28. 


DEATHS 


Kenneth C. Ringer, superintendent of agencies in charg: 
of Southern territory for the Metropolitan Life of New 
York, died May 7 in Bronxville, N. Y. 

P. W. Satory, for more than twenty-five years a general 
agent at Fargo, N. D., died last month. 

Alfred A. Drew, 74, former Chicago general agent for 
the Mutual Benefit Life of Newark, N. J., and for many 
years superintendent of agencies at the company’s home 
office, died May 13 in Evanston, III. 

Dr. John D. Mason, 71, a medical examiner for the Con 
necticut Mutual of Hartford in Chicago, died recently. 
He has been a Chicago resident for half a century. 

Dr. Arthur C. Langmuir, 69, a chemist of world reputa- 
tion and brother of Charles H. Langmuir, retiring vice 
president of the New York Life, died May 14 at Hastings 
on Hudson, N. Y. 


AGENCIES 


Hays & Bradstreet, of Lo 
the New England Mutual Life of Boston, are holding thei: 
seventh annual brokerag« 
until June 5. 

George Vinsonhaler has been appointed general agent 
of the John Hancock Mutual of Boston at Cincinnati, to 
Succeed the late William B. Ackerman. 

The Akron, Ohio, agency of the Ohio State Life of 
Columbus, holds first place among the company’s agencies 


Angeles, general agents of 


seminar, which will continue 


48 to volume of insurance written so far this year. 











THIS WESTERN WORLD 


By W. EUGENE ROESCH 


ACK in the days when Indians were still on the 

warpath in what was then Idaho Territory, a young 
man named Thomas Donaldson and his bride made the 
trek westward to Boise City. The couple had been 
married in Columbus, Ohio, in 1860 and reached the 
Territory long before Idaho became a state in 1890. 
There was not a foot of railroad track in Idaho when 
Thomas Donaldson and his wife took a stagecoach at 
Kelton, Utah, to make the trip of 400 miles to Boise 
City! Idaho then was an area of 84,000 square miles, 
but the railroad did not enter it until 1880. It is well 
for those who seek the history of This Western World 
that that Thomas Donaldson was a keen observer of 
all that came within his purview and that he managed 
to make and keep copious notes on whatever interested 
him. Now his son, Thomas B. Donaldson, has gathered 
those notes together into a book on the pages of which 
one can almost smell sagebrush, sneeze in alkali dust 
and taste “Saleratus” bread! 


x » * 


F course, you know that Thomas B. Donaldson 
O (the B is for Blaine) is the nationally-known 
former insurance commissioner of Pennsylvania who 
has made a great record as a leading insurance execu- 
tive, reconteur of dinner and after-dinner stories, 
shrewd commentator on the political scene and kindly 
wit. The book which he evolved from the notes left 
by his father is called “Idaho of Yesterday” and is 
published by Caxton Printers of Caldwell, Idaho. It 
contains 430 pages with many illustrations and may 
he had from the publishers at $5 per copy. 

= * = 

T is worth noting that when the late Thomas Donald- 

son and his wife reached Boise, Idaho, tired and 
from a stagecoach journey of four days and 
nights, they settled right there. In the following 11 
years Mr. Donaldson served successively as Register 
of the Land Office; superintendent of the construction 
of Idaho’s first penitentiary; and clerk of the Supreme 
Court of Idaho Territory. He saw everything and he 
knew everyone. His knowledge and his observations 
went into his notes—notes which his son Thomas B. 
Donaldson spent years in revising. 


worn 


7 * * 


N these days when so much is heard about “The 

American Way of Life,” it can definitely be said 
that “Idaho of Yesterday” stresses the rugged inde- 
pendence of Americans whose work, endurance and 
venturesome spirits actually laid the foundations for 
that “way.” The days of early Idaho were filled with 
individualists whose standards were standards of per- 
contribution and accomplishment rather than 
standards of social station and wealth. In many ways 
the story of “Idaho of Yesterday” is an epitome of 
the story of America. It is essentially a tale of self- 
reliance, of heroism without fanfare, of civic develop- 
ment from boom town to statehood. Commenting on 
the men who pioneered to make This Western World, 
Thomas B. Donaldson says that they went westward 
because they were Americans, born of American stock, 
who sought to earn an honest, independent living. They 
were “On their own, asking no Federal or state pensions 
and no favors.” 


sonal 
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Mortgage Loans 
(Concluded from Page 11) 


a lower interest rate is incorporated 
in policies issued since 1939, such rate 
has not been applied retroactively. 

Under the stress of competition for 
good loans, companies have sought to 
better the terms offered by their com- 
petitors—lengthening the duration of 
the mortgage, reducing the interest 
rate, reducing the rate of amortiza- 
tion, and increasing the amount of the 
mortgage. As might be expected, such 
increased liberality reduces by that 
much the safety and profit that is in- 
herent in the properly selected mort- 
gage. 

The question is often raised as to 
whether the mortgagor should be per- 
mitted to prepay his mortgage before 
maturity. In a time of falling inter- 
est rates, the mortgagor may be able 
to refinance at a lower rate either 
with his mortgagee or with another 
company. Where the bond gives the 
mortgagor the right to such prepay- 
ment, there can be no question as to 
the propriety of his doing so. Where 
the instrument is silent upon this 
point, companies have generally re- 
fused to accept prepayments. They 
have maintained the position that the 
mortgage contract binds both parties 
to the terms thereof. Some companies 


have hit upon the compromise of re- 
questing a penalty of 1 per cent of 
the principal sum (either the original 
principal sum or in some cases the 
current principal sum) as a consider- 
ation for permitting prepayment of 
the mortgage. Others permit addi- 
tional amortization up to say 20 per 
cent of the unpaid principal in any 
one year and request the 1 per cent 
penalty on amounts prepaid in excess 
of such 20 per cent. 

It is because of the possibility of 
losing business upon renewal that it 
becomes expedient for the underwriter 
to stagger the renewal dates and 
thereby avoid an excessive accumula- 
tion of funds seeking reinvestment in 
any one period. 

Just as in the life insurance busi- 
have our organizations of 
actuaries, medical officers, investment 
officers, office managers, 
underwriters and executives, so in the 
mortgage field there exist a number 
of organizations which represent their 
membership, foster high standards of 
conduct, develop technical standards 
of measurement and generally protect 
the interest of the members. 

The more prominent national or- 
ganizations of this type are: 

American Institute of Appraisers, 
22 West Monroe St., Chicago, IIL; 
Society of Residential Appraisers, 333 


ness we 


agents, 





North Michigan Ave., Chicago, IIL; 
American Society of Farm Managers 
& Rural Appraisers, Decatur, IIL; 
National Association of Real Estate 
Boards (with its numerous City and 
State real estate Boards), 22 West 
Monroe St., Chicago, Iil.; Certified 
Property Managers, 22 West Monroe 
St., Chicago, Ill.; Mortgage Bankers 
Association, 111 W. Washington St., 
Chicago, Ill.; U. S. Building & Loan 
League, 333 North Michigan Ave. 
Chicago, Ill.; National Association of 
Building Owners & Managers, 134 S$ 
La Salle St., Chicago, Il 
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he hope of the world today lies in the youth of America. 
| Its inheritance must be preserved, its ideals developed as the leaven for a restored 
civilization to follow the war holocaust of the old world. 
| American character will rest the solution to the problem of world readjustments 
| for a finer future for the citizens of all nations. 


Throughout its organization the Girard Life Insurance Company has dedicated 
itself to the task of presenting some of these ideals to its friends and clients, in the 
hope that the youth of this country will continue to have and to hold a well balanced 
philosophy of life as they enter the stage for their part in the drama of history. 


GIRARD LIFE 


INSURANCE COMPANY OF PHILADELPHIA 


Opposite Independence Hall 


On the strength of 
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BUSINESS IN BRIEF 


ANKS and finance companies are aroused over the in- 
b consistency of the Administration in its view on re- 
strictions of instalment credit terms. It seems that the 
Federal Reserve Board desires the specific authority to 
control the terms of instalment credit so that loans can 
be shortened and the initial down payment for purchases 
increased. But recently, a bill was introduced in the 
House and was reported out of committee containing 
provisions to extend the National Housing Act beyond 
July 1, 1941, and liberalize the terms under which home 
modernization loans can be made under Title 1 of the Act. 
The bill, among other things, would increase the, real 
estate modernization loan from $2,500 to $5,000 and per- 
mit the repayment of such loan over a maximum period of 
five years instead of three years. This move was made 
on the part of the Administration to provide for more 
liberal financing for housing needs under the defense pro- 
gram. It is the hope in instalment circles that the bill 
will be aired in the Senate so that inconsistencies in the 
bill may be ironed out with respect to instalment credits. 


RICE trends last week on the New York Stock Ex- 

change were irregular with very few changes of any 
consequence. War news still continues to affect portions 
of the list. Trading on the Exchange failed to attain the 
500,000 shares in any session and closed the week with total 
sales of 2,113,010 shares. Small declines were more scat- 
tered throughout the list than small gains. Utilities were 
steady and rails slumped slightly. 


WEEKLY INVESTMENTS 


Companies reporting: American United, Bankers Life of 
lowa, Bankers Life Ins. Co. of Neb., Business Men’s As- 
surance, California-Western States Life, Connecticut Gen- 


eral, Connecticut Mutual, Continental American Life, 
Amount Per Cent Amount 
Invested to Total Invested 
Year 1939 Invest- Year 1940 
to Date ment to Date 
LOANS 
On Farm Property $9.554.525 5.80 11,908. 463 
On Dwellings and Business Property a36. 708.358 22.28 237.425.396 
Total 46 262.883 28.08 49 333.859 
RAILROAD SECURITIES 
Bonds 7.765.450 4.71 9.565.117 
Stocks 
Total 7.765.450 4.71 9.565.117 
PUBLIC UTILITIES 
Bonds 28.354. 769 17.21 30. 549.677 
Stocks 629.163 38 213.838 
Total 28.933 .932 17.59 30. 763.515 
GOVERNMENT SECURITIES 
U. S. Government Bonds 35.603.771 21.61 24.098.723 
Canadian Bonds 734,781 5 
Bonds of Other Foreign Governments 22.58 
State, County, Municipal 37,199,143 41.247 .617 
Total 73. 542.695 44.64 65.346.340 
MISCELLANEOUS SECURITIES 
Bonds § 051.933 3.07 7.492.912 
Stocks 3.134.357 1.90 1,315. 560 
Total 8,186,290 4.97 8.808.472 
RECAPITULATION 
Bonds 114,714,847 69.64 112.954. 046 
Stocks 3.763.520 2.28 1,529,398 
Loans 46 262.883 28.08 49 333.859 
Tota! 164.741 250 100.00 | 163.817.303 





a— includes F. H. A. Loans. “b— Includes .03% F. H. A. Loans. 





TEEL ingot production in the United States last week 
jumped two points to 99.5 per cent of capacity, The 
Iron Age estimates. Following the settlement of the coal 
strike further recovery in steel production was noticed 
this week. Carnegie-Illinois Steel Corp. now has 21 of its 
23 blast furnaces in full operation, and expects shortly to 
have all the furnaces working. 
a * * 
N analysis of the weekly investments of life insurance 
companies as displayed on this page now reveals 
for the week ending May 10 that investments chiefly cen- 
tered around State, County and Municipal bond issues 
accounting for 48.64 per cent of total investments, an in- 
crease of $4,258,090 or 31.91 per cent over the previous 
week. Commitments in public utility bonds were second 
choice for the week amounting to 21.91 per cent of the 
total amount invested. The amount invested for the year 
to date discloses that investments in public utility bonds 
still are the choice investment for life companies, with 
a total of $83,975,511 or 39.50 per cent of the aggregate 
invested. Loans on dwellings and business property 
amounting to $45,376,983 or 21.34 per cent of the total 
amount invested were second in importance. 
* * * 
OMPOSITE average security prices for the weeks 
ended May 10 and May 17, 1941, according to the New 
York Herald Tribune, closed on the New York Stock Ex- 
change as follows: 


May 10 May 17 

Mon. Sat. Mon. Sat. 
70 Industrials 129.68 130.68 130.56 130.34 
30 Rails 21.05 21.60 21.36 20.42 
100 Stocks 97.09 97.95 97.80 97.36 
30 Bonds 90.41 90.69 90.76 90.17 


—Frank F. Sweeney 


OF LIFE COMPANIES 


Franklin Life, General American, Guardian Life of 
America, Life Insurance Co. of Virginia, Lincoln National, 
Mutual Benefit, National L & A, Northwestern Mutual and 
the Phoenix Mutual Life Ins. Co. 


Amount Amount 
Per Cent Amount Per Cent Invested Per Cent Invested Per Cent 
to Total Invested te Total Week to Total Week te Total 
Invest- Year 1941 Invest- Ending Invest- Ending Invest- 
ment to Date ment May 3 ment May 13 ment 
7.27 11,614,011 5.46 1,010,021 8.02 475,274 3.64 
22.85  a45.376,.983 21.34 b4. 696.916 37.31 c1,053,.992 8.05 
30.12 56. 990.994 26.80 5.706.937 45.33 1.529. 266 11.69 
5.84 7.433.832 3.50 386 .651 3.07 89.025 68 
44.462 .02 
5.84 7.478.294 3.52 386.651 3.07 89.025 68 
18.65 83 .975.511 39.50 4,140,270 32.89 2.866 481 21.91 
13 430.813 20 25.000 .20 70, .53 
18.78 84, 406.324 33.70 4,165,270 33.09 2.936 481 22.44 
14.71 31.522. 500 14.82 100.900 .73 1, 417,500 10.33 
728.647 34 15,000 12 11,000 18 
830. 180 39 56.650 | 45 
25.18 23 255.372 10.94 2.106.640 16.73 6.364.730 48.64 
3°.89 56 336.699 26.49 2,278,230 18.09 7.793.230 59.56 
4.57 6.018.948 2.84 710,496 5.43 
81 1,371,214 ’ 52.369 42 26.725 .20 
5.38 7,420,162 3.43 52.369 .42 737.221 5.63 
68.95 153. 794,990 72.33 6.805.211 54.05 11.459.232 | 87.58 
93 1,846,489 .87 77 369 .62 96. .73 
30.12 56.990 .994 28.80 5.706.937 45.33 1.529.266 11.69 
100.00 | 212.632.473 100.00 12,589,517 100.00 13.085. 223 100.00 











c—Incluges .14% F. H. A. Loans. 
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Indirect Control 


HE bill fostered by Repre- 

sentative Wright Patman of 
Texas and aimed at the guaran- 
tee of life insurance policies by 
the Federal Government, has 
finally been introduced at Wash- 
ington, D. C., as H. R. 4747. Read- 
ers of this paper will recall that 
major details of Congressman 
Patman’s measure were given in 
these pages on April 10. At that 
time, it was stated that the 
Texan’s theory sought to guar- 
antee life insurance policies up 
to $5,000 in amount, with the 
matter being handled through a 
fund in the hands of the Federal 
Deposit Insurance Corporation. 

The FDIC, before issuing a 
“certificate of guarantee” to a 
company, would have to satisfy 
itself as to the company’s his- 
tory, financial structure and po- 
tential solvency. FDIC funds 
would be invested in govern- 
ment, state and municipal bonds, 
and in industrial securities, in- 
cluding preferred and common 
stocks. Of course, there is a pro- 
viso that the amount invested in 
any type of security of any cor- 
poration should not exceed 1 per 
cent of the corporation’s out- 
standing securities, but that in 
no way limits the total amount 
that could be invested in stocks 
throughout the country. Also, 
the FDIC would be empowered 
to act as receiver for any life 
company and to make examina- 
tions. 

The evil of investment in com- 
mon stocks was what almost 
wrecked life insurance in 1906. 
The wise elimination of that evil 
has enabled the business to reach 
its present pinnacle of financial 
strength and greatness. The ef- 


With The Editors 


fect of a Federal bureau con- 
ducting an examination of a life 
insurance company prior to issu- 
ance of a “certificate of guaran- 
tee” can best be imagined. What 
the unscrupulous agent of a com- 
pany which had such a “certifi- 
cate” would do to the business of 
a company which did not wish, 
nor need, such a “certificate” can 
also be easily foreseen. 

What the whole measure means 
is that Federal interests are 
seeking a burglar’s jimmy for 
the back door to the life insur- 
ance house because they have not 
the forthrightness and honesty 
to march up to the front door and 
try to ring the bell where every- 
one, including policyholders, can 
see their approach. Uninformed 
members of the public will 
doubtless come under such pub- 
licity pressure as will make them 
begin to think that current life 
insurance needs to be “guaran- 
teed” by a benevolent and pater- 
nalistic government. The com- 
plete negation of the sovereignty 
of States as regards insurance 
supervision is inherent in the 
Patman bill. If a State insur- 
ance department issued a license 
to a solvent company, and the 
FDIC thereafter, for any one of 
those hundreds of reasons which 
bureaucrats so readily devise, de- 
clined a “certificate of guaran- 
tee,” the company could easily 
be ruined by rumor. The State’s 
license would be worthless. It 
seems likely, furthermore, that 
no company could bring suit for 
damages since the FDIC is in 
fact an agency of government. 
Try to sue Uncle Sam, no matter 
what his minions do! This Pat- 
man bill is just another move to- 
ward centralized Federal power. 






A Vanishing American 


N the early days of life insur- 
ance, particularly among the 


companies which were then 
growing great along the Atlantic 
Seaboard, its officials were, for 
the most part, all-around life in- 
surance men. It was not at all 
unusual to find the president of 
a company who was a combina- 
tion of driving unit, investment 
dealer, production executive, ac- 
tuarial supervisor and every- 
thing else. This was partly due 
to the fact that companies had 
not yet reached giant size—with 
all the ramifications that implies 
—and partly to the closeness of 
executive families. 

However, as the companies de- 
veloped, circumstances forced 
the delegation of authority so 
that there was a definite produc- 
tion official, a full-time invest- 
ment portfolio manager, a sepa- 
rate actuarial division and so 
forth. Nonetheless, these men, 
for a time, continued to come 
from within the ranks of life in- 
surance. 

Now there is a further change 
evident in the picture of life in- 
surance management, among the 
largest companies, at least. They 
are frequently headed by men 
who have come into the situation 
from government and political 
avenues. Investment depart- 
ments, particularly, show this in- 
fluence. As the present Federal 
administration, and the urge of 
the people, stressed Social Se- 
curity ideas, that trend became 
more marked and the oldtime, 
“all-around” life insurance off- 
cial seems to be vanishing from 
the scene. As a pioneer, the old- 
timer’s day is done, at least 
among the largest companies. 
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